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Exhibit 1

. AGNA

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

NOTICE is hereby given that the Annual Meeting of the Shareholders of Magna International Inc. (the
“Corporation”} will be held at the Main Stage Theatre, The Toronto Centre for the Arts, 5040 Yonge Street,
Toronto (North York), Ontario, Canada, on Thursday, May 9, 2002, commencing at 10:00 a.m. (Toronto time)
for the following purposes:

(@) To receive the Annual Report, including the Consolidated Financial Statements of the Corporation for the
financial year ended December 31, 2001 and the Auditor’s Report thereon;

To elect directors;

T

To re-appoint the Auditor and authorize the directors to fix the Auditor’s remuneration; and

—
o
-~

To transact such further or other business or matters as may properly come before the meeting or any
adjournment(s) or postponement(s) thereof.

e

Only shareholders of record at the close of business on March 25, 2002 will be entitled to notice of the
meeting.

The Annual Report containing the Consolidated Financial Statements of the Corporation, a Management
Information Circular/Proxy Statement and a form of proxy are enclosed with this Notice of Annual Meeting of
Shareholders. The Management Information Circular/Proxy Statement provides additional information
concerning the matters to be dealt with at the meeting.

By order of the Board of Directors.

J. BRIAN COLBURN
Secretary

April 1, 2002
Aurora, Ontario

Note: |f you are unable to be present at the meeting in person, please fill in, date and sign the enclosed proxy and return it to the
Secretary of the Corporation in the enclosed envelope.




SHAREHOLDER PROPOSALS

Proposals of shareholders intended to be presented at the Annual Meeting of Shareholders to be held in
calendar 2003 must be received by the Corporation at its principal executive offices for inclusion in its
management information circular/proxy statement on or before March 7, 2003.

OTHER MATTERS

Management is not aware of any amendments or variations to matters identified in the Notice or of any
other matters that are to be presented for action to the Meeting other than those described in the Notice.

Information stated in this Circular is dated as at March 28, 2002 except where otherwise indicated. The
contents and the mailing of this Circular have been approved by the Board.

Belinda Stronach J. Brian Colburn
President and Secretary
Chief Executive Officer

The Corporation files an annual information form with the Ontario Securities Commission and,
under a Form 40-F, with the United States Securities and Exchange Commission. A copy of the most
recent annual information form, this Circular and the Annual Report containing the financial statements
of the Corporation and Management’s Discussion and Analysis of Results of Operations and Financial
Condition, will be sent to any person upon request in writing addressed to the Secretary at the
Corporation’s principal executive offices set out in this Circular. Such copies will be sent to any
shareholder without charge.
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A\.\ MAGNA CLASS A SUBORDINATE VOTING SHARES
= PROXY

THIS PROXY IS SOLICITED BY AND ON BEHALF OF
THE MANAGEMENT OF THE CORPORATION

The undersigned shareholder of Magna International Inc. (the “Corpoeration’) hereby appoints
Frank Stronach, or failing him Belinda Stronach, or failing her Brian Colburn, or instead of any of them
as the proxyholder of the undersigned, with full power of substitution, in respect of all the Class A Subordinate
Voting Shares of the Corporation held by the undersigned, to attend at, and to act and vote on behalf of the
undersigned in respect of all matters that may come before, the Annual Meeting of the Shareholders of
the Corporation on May 9, 2002 and any and all adjournments or postponements thereof, and, without
limiting the general authority conferred by this proxy, the undersigned hereby specifically directs such
proxyholder as follows:

(@) To vote FOR J or ABSTAIN [ in respect of the election of
William G. Davis, William H. Fike, Manfred Gingl, Edward C.
Lumley, Karlheinz Muhr, Gerhard Randa, Donald Resnick,
Royden R. Richardson, Belinda Stronach, Frank Stronach, Franz
Vranitzky and Siegfried Wolf as directors {to withhold your vote
from any individual nominee strike a line through the
nominee’s name),

{b) Tovote FOR [J or ABSTAIN [ in respect of the re-appointment of
the Auditor, and

(c) Tovote FOR O or ABSTAIN [J from authorizing the directors to fix
the Auditor’'s remuneration.

This proxy confers discretionary authority to vote on
amendments or variations to the matters identified in the Notice of
Annual Meeting of Shareholders and on all other business or
matters as may properly come before the meeting or any
adjournments or postponements thereof.

The proxyholder will vote FOR the election of the management
nominees for the office of director, FOR the re-appointment of
Ernst & Young LLP as the Auditor of the Corporation and FOR
authorizing the directors to fix the Auditor’s remuneration, where a
choice for each such matter is not specified in this proxy.

The undersigned confirms the express wish that this document
and the documents relating hereto including the Management
Information Circular/Proxy Statement be in English only. Le
soussigné confirme sa volonté expresse que ce document et les
documents se rattachant a la presente, y compris la circulaire
d’information et de procuration de la direction soient rédigés en
anglais seulement.

The undersigned hereby revokes any proxy previously given.

Date ... e 2002

Signature . . ... . e e S

NOTES:

1. This proxy must be signed by the shareholder or his attorney duly authorized
in writing.

2. If the shareholder is a corporation, this proxy must be executed by an officer or
attorney thereof duly authorized in writing.

3. Please date this proxy. If not dated, it shall be deemed to be dated the day on whichiit
is mailed.

4. A shareholder has the right to appoint a person to attend and to act for him on
his behalf at the meeting other than the management nominees named above.
Such right may be exercised by striking out the names of Mr. Frank Stronach,
Ms. Belinda Stronach and Mr. Brian Colburn and inserting in the space provided the
name of the person to be appointed, who need not be a shareholder of the
Corporation, or by completing another proper form of proxy.

If your address as shown is incorrect please give your correct address when
returning this proxy.




MANAGEMENT INFORMATION CIRCULAR/PROXY STATEMENT

This Management Information Circular/Proxy Statement (the “Circular”) is furnished to shareholders of
Magna International Inc. (the “Corporation” or “Magna’”) in connection with the solicitation by and on behalf
of the management of the Corporation of proxies to be used at the Annual Meeting of Shareholders (the
“Meeting”) of the Corporation to be held at the Main Stage Theatre, The Toronto Centre for the Arts,
5040 Yonge Street, Toronto (North York), Ontario, Canada, on Thursday, May 9, 2002, commencing at -
10:00 a.m. (Toronto time), and at any.adjournment(s) or postponement(s) thereof, for the purposes set forth in
the attached Notice of Annual Meeting of Shareholders (the “Notice”).

This Circular, the Notice and the accompanying form(s) of proxy are first being mailed to shareholders of
the Corporation on or about April 4, 2002. The Corporation will bear all costs associated with the preparation
and mailing of this Circular, the Notice and the accompanying form(s) of proxy as well as the cost of the
solicitation of proxies. The soficitation will be primarily by mail; however, officers and regular employees of the
Corporation may also directly solicit proxies (but will not receive additional compensation for such activities)
personally, by telephone, by telefax or by other means of electronic transmission. Banks, brokerage houses
and other custodians and nominees or fiduciaries will be requested to forward proxy solicitation material to
their principals and to obtain authorizations for the execution of proxies and will be reimbursed for their
reasonable expenses in doing so.

The Corporation adopted the United States dollar as its reporting currency effective December 31, 1998.
All amounts referred to in this Circular are presented in United States dollars, unless otherwise noted. In
addition, in December 1998, the Corporation’s shareholders approved the change in its fiscal or financial year
end from July 31 to December 31. Accordingly, in this Circular fiscal 2001 refers to the fiscal or financial year
running from January 1, 2001 to December 31, 2001, fiscal 2000 refers to the fiscal or financial year running
from January 1, 2000 to December 31, 2000 and fiscal 1993 refers to the fiscal or financial year running from
January 1, 1999 to December 31, 1999.

APPOINTMENT AND REVOCATION OF PROXIES

The persons named in the accompanying form(s) of proxy are officers of the Corporation. A shareholder
has the right to appoint a person (who need not be a shareholder of the Corporation) as nominee to
attend and act for and on such shareholder’s behalf at the Meeting other than the management
nominees named in the accompanying form(s) of proxy. This right may be exercised either by striking out
the names of the management nominees where they appear on the front of the form of proxy and by inserting
in the blank space provided the name of the other person the shareholder wishes to appoint as proxyholder, or
by completing, signing and submitting another proper form of proxy naming such other person as
proxyholder.

A shareholder who has given a proxy, in addition to revocation in any other manner permitted by
applicable Canadian law, may revoke the proxy within the time periods described in this Circular by an
instrument in writing executed by the shareholder or by his/her attorney authorized in writing or, if the
shareholder is a body corporate, by a duly authorized officer or attorney thereof.

Shareholders desiring to be represented at the Meeting by proxy or to revoke a proxy previously given,
must deposit their form of proxy or revocation of proxy at one of the following locations: (i) the principal
executive offices of the Corporation at 337 Magna Drive, Aurora, Ontario, Canada L4G 7K1; (i) the offices of
Computershare Trust Company of Canada, 100 University Avenue, Sth Floor, Toronto, Ontario, Canada
M5J 2Y1, addressed to the Secretary of the Corporation; or (iii) the offices of Computershare Trust
Company, Inc., 350 Indiana Street, Suite 800, Golden, Colorado, USA 80401 (mailing address P.O. Box 1596,
Denver, Colorado, USA 80201}, addressed to the Secretary of the Corporation; at any time up to and including
the last business day preceding the day of the Meeting, or any adjournment(s) or postponement(s) thereof, at
which the proxy is to be used. If a shareholder who has completed a proxy attends the Meeting in person, any
votes cast by such shareholder on a poll will be counted and the proxy will be disregarded unless the
shareholder specifically requests that the proxy be counted for such poll.




VOTING OF PROXIES

The shares represented by any valid proxy in favour of the management nominees named in the
accompanying form(s) of proxy will be voted for or withheid from voting (abstain) on the election of
directors, the re-appointment of the Auditor and the authorization of the directors to fix the
remuneration of the Auditor, in accordance with any specifications or instructions made by a
shareholder on the form of proxy. In the absence of any such specifications or instructions, such shares
will be voted FOR the election as directors of the management nominees named in this Circular, FOR
the re-appointment of Ernst & Young LLP as Auditor and FOR the authorization of the directors to fix the
Auditor’s remuneration.

The accompanying form(s) of proxy confers discretionary authority upon the persons named therein with
respect to amendments or variations to matters identified in the Notice and with respect to such other
business or matters which may properly come before the Meeting or any adjournments or postponements
thereof. As of the date of this Circular, the Corporation is not aware of any other matter to be addressed at the
Meeting.

RECORD DATE

The board of directors of the Corporation (the “Board”) has fixed the close of business on March 25, 2002
as the record date (the “Record Date”) for the Meeting. Only holders of record of Class A Subordinate Voting
Shares and Class B Shares at the close of business on the Record Date are entitled to receive notice of and to
attend and vote at the Meeting except that, in accordance with applicable law, a transferee of Class A
Subordinate Voting Shares or Class B Shares acquired after the Record Date shall be entitled to vote at the
Meeting if such transferee produces properly endorsed share certificates or otherwise establishes ownership
of such shares and has demanded in writing not later than ten days before the day of the Meeting that the
name of such transferee be included in the list of shareholders entitled to vote at the Meeting.

VOTING SECURITIES AND THEIR PRINCIPAL HOLDERS

As at the Record Date there were issued and outstanding 82,518,318 Class A Subordinate Voting Shares.
Holders of Class A Subordinate Voting Shares as at the time of taking any vote on the date of the Meeting are
entitied to cast one (1) vote per Class A Subordinate Voting Share held by them on each matter to be acted on
at the Meeting.

As at the Record Date there were issued and outstanding 1,096,509 Class B Shares. Holders of Class B
Shares as at the time of taking any vote on the date of the Meeting are entitled to cast 500 votes per Class B
Share held by them on each matter to be acted on at the Meeting.

The following table sets forth information with respect to the only shareholders known to the directors or
officers of the Corporation to own beneficially, directly or indirectly, or exercise control or direction over, more
than ten per cent (10%) of the issued and outstanding Class A Subordinate Voting Shares or Class B Shares of
the Corporation, as at the Record Date:

Number Percentage

Class of Shares  of Shares of Class
Stronach Trust .. ... . . . i Class B 726,629(1) 66.27%
Magna Deferred Profit Sharing Plan (Canada). . .............. Class B 111,444  10.16%

(1) These Class B Shares are held by 445327 Ontario Limited, ali of whose shares are directly owned by the Stronach Trust.
Mr. Frank Stronach, the Chairman of the Corporation, Ms. Belinda Stronach, the President and Chief Executive Officer and a director
of the Corporation, Mr. Andrew Stronach, an officer of the Corporation, and one other member of their family are the trustees of the
Stronach Trust. Mr. F. Stronach, Ms. Stronach and Mr. A. Stronach are also three of the members of the class of potential beneficiaries
of the Stronach Trust.




MINUTES OF PRIOR ANNUAL SHAREHOLDERS’ MEETING

The minutes of the Annual and Special Meeting of Shareholders of the Corporation heid on May 17, 2001
will be submitted to the shareholders at the Meeting. Any vote taken by the shareholders with respect to these
minutes will not constitute approval or disapproval of any of the matters referred to in such minutes.

FINANCIAL STATEMENTS AND AUDITOR’S REPORT

The Board will submit to the shareholders at the Meeting the Consolidated Financial Statements of the
Corporation for the financial year ended December 31, 2001 and the Auditor’'s Report thereon, but no vote by
the shareholders with respect thereto is required or proposed to be taken. The Consolidated Financial
Statements and Auditor’s Report are included in the Corporation’s 2001 Annual Report which is being mailed
to shareholders with the Notice and this Circular.

BOARD OF DIRECTORS
Election of Directors

Under the Articles of the Corporation, the Board is to consist of a minimum of five (5) and a maximum of
fiteen (15} directors. A special resolution passed by the shareholders of the Corporation on September 17,
1992 authorized the directors to determine the number of directors of the Corporation from time to time.
Pursuant to that resolution, the number of directors currently is set at thirteen (13) and will be reduced by the
Board to twelve (12) following the conclusion of the Meeting. The term of office of each director expires at the
time of the Meeting unless successors are not elected, in which case the directors remain in office until their
successors are elected by the shareholders of the Corporation.

Management proposes to nominate, and the persons named in the accompanying form(s) of proxy will
vote for (in the absence of specifications or instructions to abstain from voting on the proxy}, the election of the
twelve (12) persons whose names are set forth below, all of whom are now and have been directors for
the periods indicated, but will not vote for a greater number of persons than the number of nominees named in
the form of proxy. A shareholder may withhold his/her vote from any individual nominee by striking a line
through the particular nominee’s name in the form of proxy. Management does not contemplate that any
of the nominees will be unable to serve as a director. If, as a result of circumstances not now contemplated,
any nominee shall be unavailable to serve as a director, the proxy will be voted for the election of such other
person or persons as management may select. Each director elected will hold office until the next annual
meeting of shareholders of the Corporation, or until his/her respective successor is elected or appointed in
accordance with applicable law and the Corporation’s by-laws.

The following table sets forth information with respect to each of the management nominees for director,
including the number of the Class A Subordinate Voting Shares and Class B Shares of the Corporation, the
Class A Subordinate Voting Shares and Class B Shares of its public subsidiaries, Decoma International Inc.
(“‘Decoma’”), Intier Automotive Inc. (“Intier”) and Tesma International Inc. (“Tesma”), the Class A Subordinate
Voting Stock and Class B Stock of its public subsidiary Magna Entertainment Corp. (*“MEC”) and the
Exchangeable Shares (which are exchangeable into MEC Class A Subordinate Voting Stock) of MEC’s
subsidiary, MEC Holdings (Canada) Inc., beneficially owned, directly or indirectly, or over which controf or
direction is exercised by each such nominee, as at the Record Date:




Intier

Tesma Decoma Class A
Class A Class A Class A MEC Class A Subordinste
Other Positions Subordinate i bordi inate Voting Voting
and Offices Voting Shares/ Class B Shares/ Voting Shares/ Voting Shares/ Stock or Exchangeable Shares/ Per
Presently Held PerCentof  PerCentof  PerCentof PerCentof  Shares/ Per Centof Cent of
Name of Nominee Age Director Since  With Comporation Principal Occupation Class Class Class Class Class Class
William G. Davis (1) (2} (3} . . . . . 72 June 6, 1985 None Counsel, "rorys 1,202 (4) oif 1,000 (4) nit 4700 (8)(12) nit
(Baristers and Solicitors) 47 (4(13)
Witliam H.Fike . . . ... . ... 65 June 5, 1995 None Consuttart and Corporate Director 5,955 (4) nil il 2,000 {4} 1,006 (4}(12) nil
Manfred Gingl . . . .. ... .. . 53 January 14, 2002 Vice- President and Chief Executive Officer, nil il 304,530 {4)() nil nil nil
Chairman Tesma International In¢. (Manufacturing)
Edward C. Lumley () . . . . . . . 62 December 7, 1989 None Vice- Chairman, BMO Nesbitt Bums 3,202 {4) nil 1,000 (4) 1,000 (4) 14,700 (4)(12} 2,288 {4)
{investment and Corporate Banking) 247 (4)(13)
Karheinz Muhr . . . . . . .. .. 45 March 8, 1999 None Chairman and Chiet Executive Officer, 943 (4) nil nil nil 15,000(4)(12) nil
Volaris Agvisors
{Risk and Asset Management)
Donald Resnick (1) (5} . . . . . . . 74 February 25, 1982 None Corporate Director- 1,202 {4) il nil 2,000 (4) 47 (4)(13) 1,000 {4)
Royden R. Richardson (1) (2) (8} . . 48 October 31, 1990 None President, RBQ Limited (Investments) 31,202 (4) nil nil nif 2,047 (4)(13) nil
GerhardRanda . . . . . . . ... 57 July 18, 1995 None Chaimman and Chief Executive Officer, 1,202 (4) il nil nil 47 (4)(12) nl
Bank Austria AG {Investment and
Corporate Banking)
Belinda Strorach . . . . .. . .. 35 December 8, 1988 Nene President and Chief Executive Officer of 300 (4)(7) nil (B(7)(8) nil (9) 2,300 (4)(10) 60 (4)(I1)(13)(14) il (15)
the Corporation
Frank Stomach . . . . . . . . .. 69 December 10, 1968 Chairman Partner, Stronach & Co {Consuttant) nit (7} 726,629/ nit (9) 14,938,149 5543,928/23.58% (11) nil (15)
ot the 66.27% (7)(8) 4185% (10)  504,223/28.55% (14)
Board
Franz Vranitzky . . . . . . .. .. 64 June 11, 1997 Nong Corporate Director 1,067 (4) nil nil il 20 (4){12) nil
Siegffied Wolf . . . . . ... .. 44 March 8, 1999 Vice- President and Chief Executive Officer, 10,000 {4} nil 1,000 (4) nil 2,000 (8)(12) 10,000 (4)

Chairman Magna Steyr (Manufacturing)
(1) Member of the Audit Committee.

{2} Member of the Human Resources and Compensation Committee.

(3) Lead Director of the Board of Directors.

{4) These shares represent less than 1% of the class.

(5) Member of the Environmental Committee.

{6) An associate of Ms. Stronach, the Stronach Trust, holds an aggregate of 726,629 Class B Shares.

(7) The Magna Deterred Profit Sharing Plan {Canada) {the "Canadian Plan") is an associate of Mr. F. Stronach which held 2,457,245 Class A Subardinate Voting Shares and 111,444 Class B Shares as at the Record Date. The trustee of the
Canadian Planis The Canada Trust Company, which has the power to vote the shares in the Canadian Plan; provided however, that Mr. F. Stronach as Chairman of the Corporation retains the right to direct the trustee in regard to voting and
disposing of the shares in such Plan. The Employees Deterred Profit Sharing Plan (U.S) (the “U.S. Plan”} is an associate of Mr. F. Stronach and Ms. Stronach, who are two of three trustees of the U.S. Plan, which held 1,458,973 Class A
Subordinate Voting Shares as at the Record Date. Mr. F. Stronach and Ms. Stranach were not and are not beneficiaries of either Plan. 865714 Ontario Inc. (“865714") was incorporated to provide a continuing separate vehicle for the
acquisition of Magna shares and the sale thereof to members of Magna management. Pursuant to a unanimous shareholder agreement, Magna has the right to direct 865714 in regard to disposing of any Magna shares held by 865714,
M. F. Stronach and Ms. Stronach were not and are not shareholders of 865714. 865714 also owns 91,740 Class B Shares. Taking into account the Magna shares held by the Canadian Plan, the U.S. Plan and 865714, as applicable, as at the
Record Date, Mr. F. Stronach and Ms. Stronach (through the Stronach Trust, an associate of both Mr. F. Stronach and Ms, Stronach) and these associates control approximately 74.33% of the votes carried by the Class A Subordinate Voting
Shares and Class B Shares in the case of Mr. . Stronach and approximately 85.10% of the votes in the case of Ms. Stronach.

(8) These Class B Shares are held by 445327 Ontario Limited, all of whase shares are directly owned by an associate of Mr. F. Stronach and Ms. Stronach, the Stronach Trust. Mr. F. Stronach, Ms. Stronach and Mr. A. Stronach and one other
member of their family are the trustees of the Stronach Trust. Mr. F. Stronach, Ms. Stronach and Mr. A. Stronach are also three of the members of the class of potential beneficiaries of the Stronach Trust,

{9) 284,466 of the Class A Subordinate Voting Shares of Tesma hetd by Mr. Gingl are owned by Wahlheim Capital Inc., a company controlled by Mr. Gingl. In addition, 1,441,389 Class A Subordinate Voting Shares of Tesma are heid by the Tesma
U.S. and Canadian Deferred Profit Sharing Plans (the “Tesma DPSPs™). Through his position as the Presidert of Tesma, Mr. Ging! retains the right to direct the trustees of the Tesma DPSPs In regards to voting and disposing of such shares.
The trustees, absent any direction from M. Gingl, have the right to vate the shares. Mr. Gingl is not a beneficiary under the Tesma DPSPs. With respect to the ownership of Tesma shares by Mr. F. Stronach and Ms. Stronach, this does not
include the Class A Subordinate Voting Shares of Tesma issuable on conversion by the Corporation of its 14,223,900 directly and indirectly owned Class B Shares of Tesma. The Corporation in turn is controlled by the Stronach Trust, an
associate of Mr. F. Stronach and Ms. Stronach.

(10) 14,838,149 Class A Subordinate Voting Shares of Decoma are owned directly and indirectly by the Corporation, which in tum is controlled by the Stronach Trust, an assaciate of Mr. £. Stronach and Ms. Stronach. This figure excludes the
Class A Subordinate Voting Shares of Decoma issuable on conversion by the Corporation of its 31,909,091 directly and indirectly owned Class B Shares and of its Convertible Series Preferred Shases of Decoma.

{11) 1,181,600 shares of Class A Subordinate Voting Stock of MEC are indirectly owned by The Edalweiss Trust, in which members of Mr. F. Stronach’s family may become beneficially interested after his death. 4,362,328 shares of Class A
Subordinate Vating Stock of MEC are owned directly by the Corporation, which in tum is controlled by the Stronach Trust, an associate of Mr. F. Stronach and Ms, Stronach. The U.S. Plan, which is an associate of Mr. F. Stronach and
Ms. Stronach, aiso owns 206,428 shares of Class A Subordinate Voting Stock of MEC. This figure excludes the Class A Subordinate Voting Stock of MEC issuable on conversion by the Corporation of fts 58,466,056 directly and indirectly
owned shares of Class B Stock of MEC. Taking into account the shares of MEC held by the U.S. Plan, Mr. F. Stronach and Ms. Stronach (through the Stronach Trust, an associate of Mr. F. Stronach and Ms. Stronach) and these associates
control approximately 24.46% of the Class A Subordinate Voting Stock of MEC in the case of Mr. . Stronach and approximately 19.43% of the Class A Subordinate Voting Stock of MEC in the case of Ms. Stronach.

(12) MEC Class A Subordinate Voting Stock,
{13) MEC Holdings {Canada) Inc. Exchangeable Shares.

-{14) 144,965 Exchangeable Shares of MEC Holdings (Canada) In¢. are owned by the Stronach Trust, an associate of Mr. F. Stronach and Ms. Stronach. The Canadian Plan, which is an associate of Mr. F. Stronach, also owns 440,910
Exchangeable Shares of MEC Holdings (Canada) Inc. 865714 {whose relationship with Mr. F. Stronach and Ms. Stronach is described above) also owns 18,348 Exchangeable Shares of MEC Holdings (Canada) Inc.

(15) This does not include the Class A Subordinate Voting Shares of Intier issuable on conversion by the Corporation of its 42,751,938 directly and indirectly owned Class B Shares and of its Convertible Series Preferred Shares of Intier.

All of the management nominees other than Mr. Manfred Gingl were elected to their present terms of
office by the shareholders of the Corporation at the Annual and Special Meeting of Shareholders held on
May 17, 2001. Mr. Gingl has been the President and Chief Executive Officer of Tesma, a subsidiary of the
Corporation, since April 1995 and served as a director and senior officer of the Corporation from 1981 to
November 1992, and as Vice-Chairman of the Corporation since January 14, 2002.

.




There are no contracts, arrangements or understandings between any management nominee and any
other person (other than the directors and officers of the Corporation acting solely in such capacity) pursuant
to which the nominee has been or is to be eiected as a director.

All directors and officers of the Corporation as a group (26 persons) owned beneficially or exercised
control or direction over 4,014,553 Class A Subordinate Voting Shares, or approximately 4.87% of the class,
and 939,938 Class B Shares, or approximately 85.72% of the class, as at the Record Date.

Board

The Board oversees the business and affairs of the Corporation, supervises senior management’s
day-to-day conduct of business, establishes or approves overall corporate policies where required and
involves itself jointly with management in ensuring the creation of shareholder value and the preservation and
protection of the Corporation’s assets as well as in establishing the Corporation’s strategic direction. The
Board acts through regularly scheduled Board meetings which are held on a quarterly basis, with additional
meetings being scheduled when required. A separate strategic planning meeting is held each year. There
were twelve (12) meetings of the Board during fiscal 2001. In addition, there is continued communication
between senior management and Board members between meetings both on an informal basis and through
Committee meetings.

Mr. W. G. Davis was appointed as Lead Director by the Board effective August 1, 1996. The Lead
Director’s duties include representing the Corporation’s outside and unrelated directors in discussions with
senior management on corporate governance issues and other matters, assisting in identifying potential
nominees to the Board, assisting in ensuring that the Board functions independently of management and
performing such other duties and responsibilities as are delegated by the Board from time to time.

Board Committees

The Board has established three (3) standing committees: the Audit Committee, the Environmental
Committee and the Human Resources and Compensation Committee. From time to time the Board has
established special committees composed entirely of outside directors to review and make recommendations
on specific matters. A special commitiee was established in November 2000 to review management’s
propaosal to further implement the policy of the Corporation adopted by the Corporation’s shareholders in
1982 to develop operating entities and change them into separate public corporations in accordance with the
guidelines which were approved by the sharehoiders in 1987 and to provide its recommendations to the
Board. This special committee presented its initial report to the Board on February 21, 2001 and a
supplementary report to the Board on May 16, 2001 and continues in existence. Each committee operates
pursuant to written guidelines or the mandate set out in their respective authorizing resolutions. The
Corporation does not have an Executive Committee. Other committees are established by the Board from
time to time as circumstances require.

The Audit Committee is composed of Messrs. D. Resnick {Chairman), W. G. Davis and R. R. Richardson.
See “Audit Committee and Audit Committee Report” below.

The Environmental Committee, composed of Messrs. D. Resnick (Chairman) and R. R. Richardson
(neither of whom are employees, officers or former officers of the Corporation or its affiliates), operates under
a written mandate and works directly with the Corporation’s environmental and human resources
management on environmental and health and safety matters. This committee ensures that a management
system is in place in each of these areas and that there are audit and other controls in place to ensure the
effectiveness of such systems. The committee meets quarterly to review significant issues in each area with
environmental and human resources management and reports to the Board as material matters arise, but not
less than annually. The committee also conducts an annual review of the Corporation’s Health, Safety and
Environmental Policy and, following the completion of such review, provides to the Board its
recommendations for changes to the Policy.

The Human Resources and Compensation Committee, composed of Messrs. W. G. Davis (Chairman),
E. C. Lumley and R. R. Richardson (none of whom are employees, officers or former officers of the




Corporation or its affiliates), operates under applicable law in addition to its written mandate. This committee
administers compensation related plans, including the Amended and Restated Incentive Stock Option Plan
(the “Stock Option Plan’”), administers the Pension Plan for Canadian Employees (the “Canadian Pension
Plan™), reviews succession plans, reviews and makes recommendations to the Board regarding executive
compensation plans and compensation, including the Chief Executive Officer’s compensation, and provides
its Report on Executive Compensation. There were eight (8) meetings of this committee during fiscal 2001.
See “Compensation of Directors and Executive Officers —Human Resources and Compensation
Committee” and “Report on Executive Compensation” below.”

AUDIT COMMITTEE AND AUDIT COMMITTEE REPORT
Audit Committee

The Audit Committee, pursuant to the Corporation’s by-laws and its written mandate (charter), has
general authority in relation to the Corporation’s financial affairs as well as the specific responsibility to review
the Corporation’s quarterly and annual financial statements and other financial information and report thereon
to the Board and to evaluate the performance of, review the independence of, review the annual fees of and
make recommendations to the Board as to the annual appointment of the Auditor. in addition, the committee
reviews the Management's Discussion and Analysis of Results of Operations and Financial Condition prior to
its inclusion in the Corporation’s Annual Report and quarterly reports to shareholders and has certain
responsibilities relating to internal and external audits, internal controls and procedures, the application of
accounting principles, financial reporting and integrity, risk assessment and other matters. The committee
also annually reviews and reassesses the adequacy of its written mandate (charter) which it currently is in the
process of completing.

The committee met five (5) times during fiscal 2001 with management and representatives of the Auditor,
both together and separately. All three (3) members of the committee are considered by the Corporation to be
“independent” under the applicable standards of the New York Stock Exchange (the “NYSE”) and
“unrelated” under the Guidelines for effective corporate governance referenced in Sections 472 to 474 of The
Toronto Stock Exchange Company Manual.

Auditor Independence

The committee has discussed with the Auditor its independence from management and the Corporation
and has considered whether the provision of non-audit services is compatible with maintaining the Auditor’s
independence. Fees for the fiscal 2001 annual audit were $3.1 million (including performance of the annual
audit and review of interim financial statements and related reports/forms) and all other fees were $3.9 million,
including audit related services of $1.5 million and non-audit services of $2.4 million, substantially ali of which
were related to taxation matters. Audit related services generally include fees for Canadian and SEC
registration statements, accounting consultations and statutory audits and non-audit services generally
include fees for tax and other services. For fiscal 2001, there were no fees billed or incurred for financial
information system design and implementation.

Audit Committee Report

In connection with the Consolidated Financial Statements for the financial year ended December 31,
2001, the committee has (1) reviewed and discussed the audited Consolidated Financial Statements with
senior management, (2) discussed with the Auditor the matters required to be discussed by the Canadian
Institute of Chartered Accountants and the U.S. Statement on Auditing Standards No. 61 (Communication
with Audit Committees) as amended, (3) received and reviewed with the Auditor the written disciosures
and related letter from the Auditor required by the Canadian Institute of Chartered Accountants and
U.S. Independence Standards Board Standard No. 1 (Independence Discussion with Audit Committees) and
discussed with the Auditor the independence of the Auditor as auditor of the Corporation and (4) reviewed
with Ernst & Young LLP its Audit Report on the Consolidated Financial Statements.

Management is responsible for the Corporation’s internal contrels and the financial reporting process.
Ernst & Young LLP is responsible for performing an independent audit on the Corporation’s consolidated




financial statements in accordance with Canadian generally accepted auditing standards and United States
generally accepted auditing standards and issuing an auditor report thereon. The committee’s responsibility
is to monitor and oversee these processes in accordance with its mandate (charter).

Based on these reviews and discussions and a review of the Audit Report, the committee has
recommended to the Board, and the Board has approved, the inclusion of the audited Consolidated Financial
Statements in the Corporation’s Annual Repont, and other forms and reports required to be filed with the -
applicable Canadian securities commissions, the United States Securities and Exchange Commission and
applicable stock exchanges in respect of the financial year ended December 31, 2001.

The foregoing report is dated as of March 22, 2002 and is submitted by the Audit Committee of the Board:
Donald Resnick (Chairman) William G. Davis Royden R. Richardson




COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS

Summary Compensation Table

The following table sets forth a summary of all compensation earned during the last three completed

financial years by the individuals who were as at December 31, 2001, the Chief Executive Officer and the four

ot

her most highly compensated executive officers (collectively the “Named Executive Officers”) and the

Chairman of the Board of the Corporation, other than Ms. B. Stronach and Mr. Skudutis whose compensation

is only disclosed for fiscal 2001.
Long-Term Compensation
Annual Compensation (1) Awards
Financial Other Annual Securities Under Options All Other
Name and Principal Position Year (2) Salary Bonus Compensation Granted (3) Compensation (1)
Frank Stronach 2001 $200,000 Nit $1,500,000 (4}(5) 750,000 Intier options (6) $31,500,000 (8)
Chairman of the Board . .
2000 200,000 Nit 1,483,300 (4)(5) | 310,000 Tesma options and 26,600,000 (8)
1,000,000 MEC options (7)
1999 200,000 Nit 1,000,000 (4)(5) 500,000 21,958,300 (8)
Donald Walker (9) 2001 $263,800 | $4,668,100 5 200,000 and 1,000,000 —
President and Chief Executive Officer Intier options (10}
2000 100,000 5,186,000 (5) 10,000 Tesma and 10,000 -
Decoma options (11)
1999 100,000 3,987,000 (5) 235,000 —
Belinda Stronach (12) 2001 $110,500 | $1,648,270 (5) 100,000 and 10,000 intier —
President and Chief and 10,000 Decoma
Executive Officer options (13)
James Nicol (14) 2001 $110,500 | $1,732,000 Cdn.$68,000(5) 150,000 and 60,000 Intier —
President and Chief options {15)
Operating Officer
2000 100,000 1,558,800 {5) 10,000 Decoma and —
500,000 MEC options (16)
1999 100,000 1,300,700 (5) 165,000 —
Siegfried Wolf (17} 2001 $100,000 | $3,073,200 (5) 150,000 and 50,000 Intier $ 507,200 (19)
Vice-Chairman options (18)
2000 100,000 | 4,534,300 (5) — 519,600 (19)
1989 100,000 1,993,500 (5) 165,000 398,700 (19)
Vincent J. Galifi 2001 $110,500 | $1,420,236 (5) ' 100,000 —
Executive Vice-President, Finance
and Chief Financial Officer 2000 85,000 1,139,400 ®) - -
1999 80,000 797,400 (5) 55,000 —
Tommy J. Skudutis 2001 $110,500 | $1,264,630 (5) 25,000 -
Executive Vice-President, Operations J
(1) Al amounts for fiscal 1999, fiscal 2000 and fiscal 2001 were paid or are payable in U.S. dollars.
(2) 2001 or fiscal 2001 refers to the financial or fiscal year running from January 1, 2001 to December 31, 2001. 2000 or fiscal 2000 refers to the financial or fiscal year
running from January 1, 2000 to December 31, 2000. 1999 or fiscal 1999 refers to the financial or fiscal year running from January 1, 1999 to December 31, 1999.
(3) These are options issued by the Corporation unless otherwise indicated.
(4) This amount is not compensation but represents fees paid to Mr. F. Stronach personally by an Austrian subsidiary of the Corporation for business development and
other services performed by Mr. F. Stronach in Austria. See “Interests of Management and Cther Insiders in Certain Transactions” below.
(5) Perquisites and other personal benefits did not exceed the lesser of Cdn.$50,000 and 10% of the total annual salary and bonus for the Named Executive Officers and
the Chairman of the Board other than Mr. Nicol who received a benefit in respect of his interest-free housing loan in the principal amount of $800,000.
(6) In fiscal 2001 Intier granted SCo, an associate of Mr. F. Stronach, options to purchase 750,000 Class A Subordinate Voting Shares of Intier as compensation for

services to be rendered by SCo to Intier pursuant to a consulting agreement between them. See “Interests of Management and Other Insiders in Certain
Transactions” and "'Stock Option Plans, Grants and Exercises” below.

This represents options granted by Tesma during fiscal 2000 following review and approval by the outside members of the Tesma board of directors to SCo, an
associate of Mr. F. Stronach, to purchase 300,000 Class A Subordinate Voting Shares of Tesma as compensation for services to be rendered by SCo to Tesma




pursuant to a consulting agreement between them. See "Stock Option Plans, Grants and Exercises” below. In fiscal 2000 Mr. F. Stronach also received options to
purchase 10,000 Class A Subordinate Voting Shares of Tesma pursuant to the Tesma Incentive Stock Option Plan together with all other non-employee members of
the Tesma board of directors and options to purchase 1,000,000 shares of Class A Subordinate Voting Stock of MEC pursuant to the MEC Long-Term incentive
(Stock Option) Plan. See “Stock Option Plans, Grants and Exercises” below.

(8) This amount is not compensation but represents fees paid to SCo by Eurcpean subsidiaries of the Corporation for business development and consulting services
performed by SCo. See “Interests of Management and Other Insiders in Certain Transactions” below.

(9) Mr. Walker resigned as President and Chief Executive Officer of the Corporation on February 21, 2001 to become President and Chief Executive Officer of intier and -
subsequently entered into a new employment contract with Intier effective as of that date. The Corporation paid Mr. Walker a lump sum retiring allowance of
$11.25 million and transterred an existing life insurance policy on his life te Intier in connection with his resignation. For fiscal 2001 only his compensation reflects his
aggregate compensation from the Corporation and Intier.

(10) In fiscal 2001 Mr. Walker received options to purchase 1,000,000 Class A Subordinate Voting Shares of Intier under the Intier Incentive Stock Option Plan foltowing
the completion of Intier's initial public offering on August 9, 2001. See “Stock Option Plans, Grants and Exercises” below.

(11) In fiscal 2000 Mr. Walker received options to purchase 10,000 Class A Subordinate Voting Shares of Tesma together with all other non-employee members of the
Tesma board of directors pursuant to the Tesma Incentive Stock Option Plan and 10,000 Class A Subordinate Voting Shares of Decoma pursuant to the Decoma
Incentive Stock Option Plan together with all of the members of the Decoma board of directors. See "Stock Option Plans, Grants and Exercises” bslow.

(12) Ms. Stronach became Vice-Chairman and Chief Executive Officer of the Corporation immediately following the resignation of Mr. Walker as President and Chief
Executive Officer on February 21, 2001. She became President of the Corporation, in addition to her position as Chief Executive Officer, immediately following the
resignation of Mr. Nical as President and Chief Operating Officer on January 14, 2002.

(13) In fiscal 2001 Ms. Stronach received options to purchase 10,000 Class A Subordinate Voting Shares of Decoma pursuant to the Decoma Incentive Stock Option Plan
together with all of the members of the Decoma board of directors and 10,000 Class A Subordinate Voting Shares of intier pursuant to the intier Incentive Stock
Option Plan together with all other non-employee members of the Intier board of directors. See "Stock Option Plans, Grants and Exercises” below.

(14) Mr. Nicol became President and Chief Operating Officer on February 21, 2001 immediately following Mr. Walker’s resignation as President and Chief Executive
Officer. He resigned as President and Chief Operating Officer on January 14, 2002 and as an employee on February 14, 2002. The Corporation paid Mr. Nicol a fump
sum retiring allowance of $3.0 million, forgave repayment of an outstanding housing loan in the principal amount of $800,000 and amended all outstanding stock
option agreements to permit their exercise until the specified expiry date, subject to the existing vesting provisions in connection with his resignation.

(15) In fiscal 2001 Mr. Nicol received options to purchase 60,000 Class A Subordinate Voting Shares of Intier pursuant to the Intier Incentive Stock Option Plan, 10,000 of
which were granted to him together with all of the non-employee members of the Intier board of directors. See “Stock Option Plans, Grants and Exercises” below.

(16) In fiscal 2000 Mr. Nicol received options to purchase 10,000 Class A Subordinate Voting Shares of Decoma pursuant to the Decoma Incentive Stock Option Plan
together with all other members of the Decoma board of directors and options to purchase 500,000 shares of Class A Subordinate Voting Stock of MEC pursuant to
the MEC Long-Term Incentive (Stock Option) Plan. See “Stock Option Plans, Grants and Exercises” below.

(17) Mr. Wolf is employed by European subsidiaries of the Corporation. He became Vice-Chairman and a director of the Corporation on March 8, 1899 and continued in
his role as President, Magna Europe. Mr. Wolf resigned as Vice-Chairman of the Corporation and as President, Magna Europe on February 21, 2001 to become
President and Chief Executive Officer of the Corporation’s new Magna Steyr group. He was reappointed as a Vice-Chairman of the Corporation on January 14, 2002.

{18) In fiscal 2001 Mr. Wolf received options to purchase 50,000 Class A Subordinate Voting Shares of Intier pursuant to the Intier Incentive Stock Option Plan. See “Stock
Option Plans, Grants and Exercises™ below.

(19) This represents the amount credited to Mr. Wolf's phantom stock account in respect of fiscal 1999, fiscal 2000 and fiscal 2001 in the form of 9,534, 13,137 and 8,463
units respectively of notional Class A Subordinate Voting Shares pursuant to an agreement supplemental to Mr. Wolf's employment contracts. See “Employment
Contracts” below.

Stock Option Plans, Grants and Exercises

The Stock Option Plan was originally adopted by the shareholders of the Corporation on December 10,
1987. At the Annual and Special Meeting of Shareholders of the Corporation held on May 18, 2000, the Stock
Option Plan was further amended and restated which enabled the Board to provide incentive stock options
and stock appreciation rights in respect of Class A Subordinate Voting Shares to consultants as well as to
eligible officers and employees of the Corporation and its subsidiaries. These amendments also provided for
the grant of options for 5,000 Class A Subordinate Voting Shares of the Corporation to outside directors upon
their election as a director of the Corporation as well as upon the completion of every five (5) year period of
continuous service. See "Directors’ Compensation” below.

The maximum number of shares for which options and stock appreciation rights may be granted under
the Stock Option Plan is 6,000,000 Class A Subordinate Voting Shares, subject to certain adjustments. The
option price is to be established at the time of the grant, but cannot be less than the closing price of the
Class A Subordinate Voting Shares on The Toronto Stock Exchange (the “TSE”) or the NYSE on the trading
day immediately prior to the date of the grant. Each option is exercisable in such manner as may be
determined at the time of the grant, and options granted will be for terms not exceeding 10 years. Under the
Stock Option Plan, the Corporation does not provide any financial assistance to participants in order to
facilitate the purchase of Class A Subordinate Voting Shares thereunder. As at December 31, 2001 options




to purchase an aggregate of 3,160,000 Class A Subordinate Voting Shares at prices ranging from Cdn.$62.75
to Cdn.$96.50 per share were outstanding under the Stock Option Plan. Vesting periods range from 4 to
7 years, with the expiration dates ranging from May 13, 2006 to December 31, 2010.

No stock appreciation rights or options to purchase securities of the Corporation or its subsidiaries were
granted to any of the Named Executive Officers or the Chairman of the Board during fiscal 2001, except as
disclosed in the following table: .

Option Grants During the 2001 Financial Year (1)
Market Value of
% of Total Options Exercise or Securities on
Number of Securities Granted to Employees in Base Price Date of Grant
Name Under Option (2) 2001 Financial Year ($/Share) ($/Share) Expiration Date
Frank Stronach (3) nil Not applicable Not applicable Not applicable Not applicable
Donald Walker(4) 200,000 Magna 16.56% Cdn.$66.80 Cdn.$66.80 December 31, 2010
1,000,000 Intier (5) 39.60% Cdn.$21.00 Cdn.$21.00 July 31, 2011
Belinda Stronach 100,000 Magna 8.28% Cdn.$66.80 Cdn.$66.80 December 31, 2010
10,000 Decoma 2.47% Cdn.$10.30 Cdn.$10.30 April 15, 2011
10,000 Intier 0.40% Cdn.$21.00 Cdn.$21.00 July 31, 2011
James Nicol 150,000 Magna 12.42% Cdn.$66.80 Cdn.$66.80 December 31, 2010
60,000 Intier 2.38% Cdn.$21.00 Cdn.$21.00 July 31, 2011
Siegfried Wolf 150,000 Magna 12.42% Cdn.$66.80 Cdn.$66.80 December 31, 2010
50,000 Intier 1.98% Cdn.$21.00 Cdn.$21.00 July 31, 2011
Vincent J. Galifi 100,000 Magna 8.28% Cdn.$66.80 Cdn.$66.80 December 31, 2010
Tommy J. Skudutis 25,000 Magna 2.07% Cdn.$66.80 Cdn.$66.80 December 31, 2010

(1) Class A Subordinate Voting Shares are the only securities of the Corporation for which options have been granted under the Stock Option Pian. In the case of Intier
and Decoma, these options are for their respective Class A Subcrdinate Voting Shares.

(2) The grant of options to the Named Executive Officers for Class A Subordinate Voting Shares of the Corporation were made on January 10, 2001 in respect of services
performed in fiscal 2000 at an exercise price equal to the previous trading day's closing price on the TSE and NYSE (in the case of U.S. resident recipients). All of
these options are exercisable as to 20% on the date of grant and 20% on each of December 31, 2001, 2002, 2003 and 2004.

(3) Does notinclude options granted by Intier upon the completion of Intier’s initia! public offering on August 9, 2001 to SCo, an associate of Mr. F. Stronach, to purchase
750,000 Class A Subordinate Voting Shares of Intier at an exercise price of $13.72 as compensation for services to be rendered by SCo to Intier pursuant to a
consuiting agreement between them. See “Interests of Management and Other Insiders in Certain Transactions” below.

(4) Mr. Walker resigned as President and Chief Executive Officer of the Corporation on February 21, 2001 to become President and Chief Executive Officer of Intier.

=

(5

-

On August 9, 2001 Intier granted Mr. Walker options to purchase 1,000,000 Class A Subordinate Voting Shares of Intier upon the completion of Intier’s initial public
offering.

The following table provides certain information with respect to options for securities of the Corporation
and its subsidiaries exercised by the Named Executive Officers and the Chairman of the Board during fiscal
2001 as well as the fiscal 2001 year end option values of all options for securities of the Corporation and its
subsidiaries granted to such persons up to December 31, 2001:
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Aggregate Option Exercises During the Financiai Year Ended December 31, 2001
and 2001 Financial Year End Option Values (1)
Value of Unexercised
Unexercised Options at In-the-Money Options at
Aggregate December 31, 2001 December 31, 2001 (2)(3)
Securities Acquired | Value Realized
Name on Exercise on Exercise Exercisable Unexercisable Exercisable Unexercisable
Frank Stronach® 200,000 Cdn.$3,610,400 100,000 200,000 Cdn.$2,610,000 | Cdn.$5,220,000
a ’ ’ 10,000 Tesma nil Cdn. $37,900 nil
666,867 MEC 333,333 MEC $416,700 $208,300
Donald Walker® Nit Nit 295,500 239,500 Cdn.$6,485,925 | Cdn.$6,382,575
10,000 Tesma nil Cdn. $37,900 nil
10,000 Decoma nil Cdn. $46,000 nil
Belinda Stronach® Nil Nil 72,250 77,750 Cdn.$1,973,300 | Cdn.$2,423,200
2,000 Decoma 8,000 Decoma Cdn. $11,100 Cdn. $44,400
James Nicol® 167,000 Cdn.$3,715,600 nil 148,000 nil Cdn.$4,468,800
10,000 Decoma nil Cdn. $46,000 nil
333,334 MEC 166,666 MEC $208,300 $104,200
Siegfried Wolf® 30,000 Cdn.$1,158,700 137,000 148,000 Cdn.$3,293,700 | Cdn.$2,410,800
Vincent J. Galifi 41,150 Cdn.$1,551,300 78,125 88,125 Cdn.$2,180,800 Cdn.$2,803,100
Tommy J. Skudutis nil nil 28,000 27,000 Cdn.$812,800 Cdn.$656,200

)
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Class A Subordinate Voting Shares are the only securities of the Corporation for which options have been granted under the Stock Option Plan. In the case of Tesma,
Decoma and Intier these options are for their respective Class A Subordinate Voting Shares and in the case of MEC these options are for shares of its Class A
Subordinate Voting Stock.

The closing price on December 31, 2001 for Class A Subordinate Voting Shares of the Corporation on the TSE was Cdn.$101.10 and on the NYSE was $63.47.

The closing price on December 31, 2001 for the Class A Subordinate Voting Shares of Tesma on the TSE was Cdn. $29.79, for the Class A Subordinate Voting Shares
of Decoma on the TSE was Cdn. $15.85, for the Class A Subordinate Yoting Shares of intier on the TSE was Cdn. $19.50 and for the Class A Subordinate Voting
Stock of MEC on NASDAQ was $7.00.

Does not include options granted to SCo, an associate of Mr. F. Stronach, to purchase: 750,000 Class A Subordinate Voting Shares of Intier at an exercise price of
$13.72, 250,000 of which are vested and 500,000 of which are unvested, none of which have been exercised and none of which are in-the-money; 750,000 Class A
Subordinate Voting Shares of Decoma at an exercise price of Cdn.$13.55, 625,000 of which are vested and have a value at December 31, 2001 of Cdn.$1,437,500
and 125,000 of which are unvested and have a value at December 31, 2001 of Cdn.$287,500, and none of which have been exercised; and 300,000 Class A
Subordinate Voting Shares of Tesma at an exercise price of Cdn.$26.45, 100,000 of which are vested and have a value at December 31, 2001 of Cdn.$352,000 and
200,000 of which are unvested and have a value at December 31, 2001 of Cdn.$704,000, and none of which have been exercised. In each case these options were
granted in return for consulting services to be rendered by SCo to Intier, Decoma and Tesma respectively under consuiting agreements with each of them. See
“Interests of Management and Other Insiders in Certain Transactions” below.

{5) Does not include options for 1,000,000 Class A Subordinate Voting Shares of Intier granted by Intier to Mr. Walker as President and Chief Executive Officer of Intier

()

2

[t

under the Intier incentive Stock Option Plan at an exercise price of Cdn.$21.00, of which 200,000 are exercisable and 800,000 are unexercisable and none of which
are in-the-money.

Does not include options for 10,000 Class A Subordinate Voting Shares of Intier granted by Intier to Ms. Stronach as a director under the Intier Incentive Stock Option
Ptan at an exercise price of Cdn.$21.00, of which 2,000 are exercisable and 8,000 are unexercisable and none of which are in-the-money.

Does not include options for 60,000 Class A Subordinate Voting Shares of Intier granted by Intier to Mr. Nicol under the intier Incentive Stock Option Plan at an
exercise price of Cdn.$21.00, of which 12,000 are exercisable and 48,000 are unexercisable and none of which are in-the-money.

Does not include options for 50,000 Class A Subordinate Voting Shares of Intier granted by Intier to Mr. Wolf under the Intier Incentive Stock Option Plan at an
exercise price of Cdn.$21.00, of which 10,000 are exercisable and 40,000 are unexercisable and none of which are in-the-money.

Pension Pians

None of the executive officers, including the Named Executive Officers and the Chairman of the Board,

participate in any Corporation provided pension plans, including the defined benefit Canadian Pension Plan
and the Pension Plan for United States employees (the “U.S. Pension Plan”), both of which were implemented
effective January 1, 2001, or the Canadian, U.S., U.K. and Austrian Magna Employee Equity Participation and
Profit Sharing Plans, of which the Canadian Plan, the U.S. Plan, the Magna International UK Employees’

D

eferred Profit Sharing Plan (the “UK Plan”) and the Magna International Austrian Employees’ Share Award

Plan (the “Austrian Plan”) are a part.
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Employment Contracts

Mr. Walker, the Corporation’s former President and Chief Executive Officer, was employed by the
Corporation pursuant to a written employment contract, which was entered into prior to January 1, 1994 and
terminated upon his resignation on February 21, 2001 to become President and Chief Executive Officer of
intier. Concurrent with Mr. Walker’s resignation, the Board, on the recommendation of the Human Resources
and Compensation Committee, approved certain employment arrangements with Ms. Stronach in her role as-
Chief Executive Office and Vice-Chairman. The Corporation entered into an employment contract with
Mr. Nicol in May 1998 which terminated on February 14, 2002. European subsidiaries of the Corporation
entered into employment contracts with Mr. Wolf in March 1999 but effective January 1, 1999. The Corporation
also entered into an employment contract with Mr. Skudutis effective January 1, 2001. The employment
contracts or arrangements for the Named Executive Officers generally provide for base salaries, annual cash
bonuses based on a specified percentage of the Pre-tax Profits before Profit Sharing of the Corporation as
defined in the Corporate Constitution, the maintenance of the ownership of a minimum number of Class A
Subordinate Voting Shares, confidentiality obligations and non-competition restrictions. Each employment
contract provides that employment may be terminated by the Corporation either by giving advance written
notice of termination for a minimum time period or by paying a retiring allowance or making a payment in lieu
thereof. The maximum total amount potentially payable by the Corporation pursuant to the outstanding
contracts for severance is approximately $4.6 million in the aggregate.

Pursuant to an agreement supplemental to Mr. Wolf's employment contracts, in order to retain Mr. Wolf as
a long-term employee of the Corporation or its subsidiaries, a European subsidiary of the Corporation created
a phantom stock account to which phantom Class A Subordinate Voting Share units are annually credited
subsequent to the completion of each financial year of the Corporation for a term commencing January 1,
1999 and ending December 31, 2008. Each annual credit is calculated based on a specified percentage of the
Pre-tax Profits before Profit Sharing of the Corporation for each such year divided by the 20 day weighted
average closing price of Class A Subordinate Voting Shares on the NYSE during the last 20 trading days in
December of such year. Class A Subordinate Voting Share credits to the account are also to be made annually
based on the dividends paid by the Corporation during the applicable financial year calculated using the same
price formula. 7,978 Class A Subordinate Voting Shares were notionally credited to such account in
March 2002 in respect to fiscal 2001 based on a weighted average Class A Subordinate Voting Share price of
$63.58 in addition to the aggregate of 22,671 credited in March 2000 and March 2001. This agreement was
terminated in March 2002 with effect from December 31, 2001 and a payment of $2,134,148 made to Mr. Wolf
based on the weighted average closing price ($68.55) of Class A Subordinate Voting Shares of the
Corporation on the NYSE for the 20 trading days preceding the effective date of termination.

No notice or severance payment is required for a termination for just cause or on voluntary resignation
under any of the preceding employment contracts, nor are payments required to be made in the event of
change of control of the Corporation.

Directors’ Compensation

Directors who are not employees of the Corporation were paid during fiscal 2001 an annual retainer fee of
$40,000 ($20,000 of which was paid in Class A Subordinate Voting Shares), a fee of $1,500 per meeting for
attendance at mestings of the Board and its committees and a fee of $2,000 per day for travel days or any
additional services. The Lead Director of the Board received a $25,000 annual retainer fee and outside
directors who serve on Committees of the Board received an annual retainer fee of $5,000, with the chairman
of the Audit and Human Resources and Compensation Committees receiving an additional $12,000 annual
retainer fee and the chairman of the Environmental Committee receiving an additional $7,000 annual retainer
fee. Outside directors are required to accumulate commencing January 1, 2000 and then maintain during their
term as a director shares of the Corporation having an aggregate value of not less than $75,000. With respect
to Mr. F. Stronach, see “Interests of Management and Other Insiders in Certain Transactions™ below.

In recognition of past service and to more closely align the interests of “non-management” directors with
the Corporation’s shareholders and pursuant to the amendments to the Stock Option Plan approved by the
shareholders at the Annual and Special Meeting of Shareholders of the Corporation held on May 18, 2000,
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each of the eight (8) outside directors have been granted options in respect of 5,000 Class A Subordinate
Voting Shares. Such options were granted for a term of approximately nine years ending December 31, 2009
at an exercise price of $51.00 (Cdn.$75.00), with 1,000 options vesting on the date of grant and 1,000 on each
anniversary of the grant date, subject to accelerated vesting of 1,000 options for each prior year of service as a
director of the Corporation. This exercise price exceeded by approximately 20% the TSE closing price on the
trading day immediately preceding the date of grant. Each outside director is to receive an additional grant of
options for 5,000 Class A Subordinate Voting Shares on the completion of each five (5) year period of
continuous service. . ’ - :

Effective January 1, 2000, the Corporation established the Non-Empioyee Director Share-Based
Compensation Plan (the “DSP Plan”) which provides for a deferral of up to 100% of an outside director’s total
annual cash remuneration from the Corporation (including Board and committee retainers, meeting
attendance fees, work and travel day payments and written resolution fees), at specified levels elected by
each director, until such director ceases to be a director of the Corporation for any reason. The amounts
deferred are reflected in deferred share units allocated under the DSP Plan-i.e. notional units whose value
reflects the market price of the Corporation’s Class A Subordinate Voting Shares at the time that the particular
payment(s) to the director would become payable. The value of a deferred share unit will appreciate (or
depreciate) with increases (or decreases) in the market price of the Class A Subordinate Voting Shares of the
Corporation. The DSP Plan also takes into account any dividends paid on the Class A Subordinate Voting
Shares. Under the DSP Plan, when a director leaves the Board, he/she receives (within a prescribed period of
time) a cash payment equal to the then value of his/her accrued deferred share units, net of withholding taxes.
Currently Messrs. Fike, Randa and Muhr have elected to participate in the DSP Plan.

Human Resources and Compensation Committee

The Human Resources and Compensation Committee of the Board (the “Committee”) is comprised of
Messrs. W. G. Davis (Chairman), E. C. Lumley and R. R. Richardson, none of whom are employees, officers or
former officers of the Corporation or its affiliates. The Committee meets as required to review and make
recommendations to the Board on the compensation of, and material contractual matters involving, the
Chairman and the Chief Executive Officer and to review recommendations of the Chief Executive Officer
regarding compensation for the other executive officers of the Corporation. The Committee also has certain
other responsibilities, including the administration of the Stock Option Plan and the Canadian Pension Plan,
succession planning and other matters. See “Board of Directors — Board Committees” above.

Report on Executive Compensation

Magna’s unique, entrepreneurial corporate culture has evolved since the Corporation’s founding
approximately four decades ago. Two key elements of this entrepreneurial culture are the emphasis on
decentralization, which provides a high degree of autonomy at all levels of operation, as well as the direct
participation in profits. Certain aspects of this culture were formalized in 1984 when the Corporation’s
shareholders adopted the Corporate Constitution as part of the Corporation’s Articles. The Corporate
Constitution balances the interests of shareholders, employees and management, defines the rights of
employees (including management) and investors to participate in the Corporation’s profits and growth and
reflects certain of the entrepreneurial operational and compensation philosophies developed since Magna’s
founding which align employee (including management) and shareholder interests. These operational and
compensation philosophies and the Corporate Constitution enable Magna to maintain an entrepreneurial
environment which encourages productivity, ingenuity and innovation.

It is the Corporation’s objective to enable this entrepreneurial culture to continue to flourish, and it
therefore intends to continue to apply its long established compensation philosophies, which have been
essential to its continued success and its ability to attract, retain and motivate skilled, entrepreneurial
employees at all levels of the Magna organization, as well as to maintain the alignment of shareholder and
employee interests and create shareholder value.

In order to achieve this objective and consistent with the concepis reflected in the Corporate Constitution,
certain managers who have senior operational or corporate responsibilities receive a remuneration package
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consisting of a base salary (which generally is lower than comparable industry standards) and an annual
incentive bonus based on direct profit participation at the operating or corporate level at which such manager
is involved. All other eligible Canadian, U.S., U.K. and Austrian employees (other than Tesma and Decoma
employees, who participate in their own equity participation and profit sharing plans, MEC employees and
those employees who have elected to participate in the Canadian Pension Plan or the U.S. Pension Plan
(collectively, the “Pension Plans”)) participate in ten per cent (10%) of the Employee Pre-Tax Profits before
Profit Sharing of the Corporation under the Magna Employee Equity Participation and Profit Sharing Plans.
Canadian and US employees who participate in the Pension -Plans, participate in six percent (6%) of the
Employee Pre-Tax Profits before Profit Sharing under the Magna Employee Equity Participation and Profit
Sharing Plans.

The Committee applies the following criteria in determining or reviewing recommendations for
compensation for executive officers;

Base Salaries. Base salaries should be at leveis generally below base salaries for comparable positions
within a comparator group of North American industrial companies which have global businesses and
are not generally increased on an annual basis. Fixed compensation costs are therefore minimized in
cyclical or other down periods, with financial rewards coming principally from variable incentive cash
compensation and long-term incentive compensation. See “Summary Compensation Table” above.

Incentive Compensation. The amount of direct profit participation and therefore the amount of
compensation “at risk” increases with the level of performance and/or responsibility. Due to the variable
nature of profit participation, incentive cash compensation is generally reduced in cyclical or other down
periods where profits are reduced. As a result, senior management (including executive officers) has an
incentive to emphasize consistent growth in profitability over the medium-to long-term to ensure stable
levels of annual compensation. Variable incentive cash compensation for fiscal 2001 paid to the Named
Executive Officers represents more than 90% of each individual’s total cash compensation and reflects
the record financial performance of the Corporation and the overall performance of management during
fiscal 2001,

Under the Corporate Constitution the aggregate incentive bonuses paid and payable to “Corporate

Management” (which includes the Named Executive Officers and other executive officers of the

Corporation) in respect of any financial year shall not exceed 6% of the Corporation’s Pre-Tax Profits
. before Profit Sharing for such year.

Long-Term Incentives. Minimum stock ownership has been required of all direct profit participators
(including executive officers) for over a decade in order to align their interests with those of shareholders
and to encourage the enhancement of shareholder value. Following a review with its external
compensation consultants, the Committee in fiscal 1998 recommended to the Board the implementation
of an ongoing stock option program involving annual grants under the Stock Option Plan to management
and other eligible employees as part of total compensation. The Committee believed that, in addition to
the existing mandatory stock maintenance program, such a program would assist in retaining such
employees by providing them with an opportunity for capital appreciation and would further align their
interests with shareholders. As a result of the implementation of this program, options have generally
been granted by the Board on the recommendation of the Committee to members of management and
eligible employees in respect of each fiscal year, in each case with not less than a four year vesting
period. Options were granted to certain members of management in January 2001 in respect to fiscal
2000 and in January 2002 in respect to fiscal 2001 on the recommendation of the Committee. See “Stock
Option Plans, Grants and Exercises” above.

The Corporation generally utilizes written employment contracts with its executive officers to reflect the
terms of their employment, including compensation, severance, stock maintenance, confidentiality and
non- competition arrangements. Prior to the renewal and/or material amendment of each such contract,
the Committee reviews the executive officer's compensation in the context of Magna’s historical
compensation philosophies and policies, such officer's individual performance and relevant
comparators, with the objective of ensuring that such compensation is commensurate with the
Corporation’s performance, is competitive and is primarily “at risk”. As part of its review policy, the
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Committee also conducts a bi-annual review of total compensation with its external compensation
consultants of compensation for a group of comparator companies as weil as its compensation criteria
and overall approach to ensure the continued competitiveness of the Corporation’s total compensation
and effectiveness in achieving its compensation objectives.

Mr. F. Stronach’s historical compensation reflects his special position as the Corporation’s founder and

architect of Magna’s unique, entrepreneurial corporate culture. Until February 28, 1994, virtuaily all of -

Mr. F. Stronach’s compensation had been variable incentive cash compensation and therefore directly
reflected the continued financial success of the Corporation. Due to the rapid expansion of Magna’s business
outside North America, Mr. F. Stronach moved to Europe early in 1994. Mr. F. Stronach, directly and through
Stronach & Co (*SCo"), provides business development and consulting services to Magna’s European and
other affiliates and co-ordinates global strategies. The Committee first reviewed the contractual arrangements
referred to in “Interests of Management and Other Insiders in Certain Transactions” during fiscal 1994 and
subsequently reviewed the annual fees payable under such arrangements on an annual basis as well as all
amendments to the contractual arrangements. During fiscal 2001, the Committee reviewed and
recommended to the Board that it extend the term of the original Consulting Agreement, the new Business
Development Agreement and the new Consulting Agreement to run for a further twelve months ending
December 31, 2001 and reviewed the fees to be paid during the twelve-month period ending December 31,
2001 pursuant to the original Consulting Agreement, the new Business Development Agreement and the new
Consulting Agreement. In each case the unrelated members of the Board subsequently approved all such
fees and term extensions as being in the best interests of the Corporation. As Chairman, Mr. F. Stronach
received a salary of $200,000 in fiscal 2001. See “Summary Compensation Table” above and “Interests of
Management and Other Insiders in Certain Transactions” below.

Mr. Walker resigned as President and Chief Executive Officer of the Corporation effective February 21,
2001 and assumed the role of President and Chief Executive Officer of Intier Automotive Inc., a subsidiary of
the Corporation, effective as of that date. Prior to that time his annual compensation, long-term compensation
awards and other compensation referred to in the Summary Compensation Table reflect the compensation
and benefits provided to him under his employment contract which was entered into in fiscal 1993, virtually all
of which was variable incentive cash compensation based on a fixed percentage of Pre-tax Profits before Profit
Sharing of the Corporation established at that time.

Ms. Stronach’s annual compensation, long-term compensation awards and other compensation referred
to in the Summary Compensation Table were reviewed by the Committee and recommended to the Board
concurrent with Mr. Walker’s resignation as President and Chief Executive Officer and her promotion to Chief
Executive Officer and Vice-Chairman effective February 21, 2001. As Chief Executive Officer, in addition to a
base salary of $110,500, Ms. Stronach participates in the Pre-tax Profits before Profit Sharing of the
Corporation for each fiscal year as well as the Stock Option Plan. In January 2001, the Committee
recommended the grant to Ms. Stronach of options for 100,000 Ciass A Subordinate Voting Shares of the
Corporation in her position as Vice-Chairman. See “Stock Option Plans, Grants and Exercises” above.

Magna believes that its continued strong, profitable growth positions it for long-term growth in
shareholder value, which justifies competitive financial rewards for executive officers which are contingent on
the continued profitability of the Corporation.

The foregoing report is submitted by the Human Resources and Compensation Committee of the Board:
William G. Davis (Chairman) Edward C. Lumley Royden R. Richardson

15




SHAREHOLDER PERFORMANCE REVIEW GRAPH

The following graph compares the total cumulative shareholders’ return (including dividends) for
Cdn.$100 invested in Class A Subordinate Voting Shares and in Class B Shares on December 31, 1996 with
the cumulative total return of the TSE 300 Total Return Index during the five years ended December 31, 1997,
1998, 1999, 2000 and 2001.

. ,Five-Year Cumulative Total Returns
Value of Cdn.$100 Invested on December 31, 1996
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Financial December 31, December 31, December 31, December 31, December 31, December 31,
Years 1996 1997 1998 1999 2000 2001
Magna Class A Cdn.$100.00 Cdn.$119.19 Cdn.$128.62 Cdn.$84.62 Cdn.$91.30 Cdn.$150.58
Magna Class B 100.00 128.48 129.54 104.82 123.67 141.34
TSE 300 100.00 114.98 113.16 149.04 160.08 139.96

The total cumulative shareholders’ return for Cdn.$100 invested in the Class A Subordinate Voting Shares
was Cdn.$150.58 and in the Class B Shares was Cdn.$141.34, in each case compared to Cdn.$139.96 for the
TSE 300 Total Return Index.

INDEBTEDNESS OF DIRECTORS, EXECUTIVE OFFICERS AND SENIOR OFFICERS

None of the directors, executive officers or senior officers of the Corporation or their respective associates
were indebted at any time during fiscal 2001 to the Corporation or its subsidiaries in connection with the
purchase "of securities of the Corporation or its subsidiaries, excluding routine indebtedness and
indebtedness that has been entirely repaid. During fiscal 2001, Mr. Gingl, who is currently a director of the
Corporation and the President and Chief Executive Officer of Tesma, and a proposed nominee for election as
a director of the Corporation, received an unsecured loan from Tesma in the amount of Cdn. $600,000. The
loan is due on December 31, 2002 (or earlier in certain circumstances) and bears interest at a rate of 4% per
annum. As at the Record Date, the entire principal amount of the loan and accrued interest was outstanding.
The aggregate amount of indebtedness as at the Record Date to the Corporation and its subsidiaries incurred
other than in connection with the purchase of securities of the Corporation or its subsidiaries, excluding
routine indebtedness and indebtedness that has been entirely repaid, was approximately $2.4 million in the
case of present and former officers, directors and employees of the Corporation and its subsidiaries.
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INTERESTS OF MANAGEMENT AND OTHER INSIDERS IN CERTAIN TRANSACTIONS

Two trusts {the “Trusts”) make purchases of Class A Subordinate Voting Shares and Class B Shares from
time to time for transfer to the Canadian Plan, the U.S. Plan, the U.K. Plan and the Austrian Plan, for transfer to
employees in payment of bonuses or for sale to employees. During fiscal 2001, the Trusts borrowed up to
$50.9 million interest-free from the Corporation to facilitate the purchase during the year of Class A
Subordinate Voting Shares, principally for transfer to the Canadian Plan, the U.S. Plan, the U.K. Plan and the
Austrian Plan. This indebtedness was $32.6 million at December 31, 2001.

Under a Consulting Agreement dated August 1, 1994 between Magna Investments S.A., a Belgian
corporation and a direct subsidiary of the Corporation, and SCo, an associate of Mr. F. Stronach, SCo is to
provide certain consulting services to the subsidiaries and affiliates of Magna Investments S.A. located in
Europe, for an annual fee payable quarerly in advance. As a result of a reorganization of the Corporation’s
subsidiaries in Europe, this Consulting Agreement was assigned to New Magna Investments S.A. (“Magna
Belgium”) effective July 26, 2001. The Consulting Agreement had an original contract term of five years
expiring July 31, 1999, with annual fees to be mutually agreed upon for each twelve month contract period.
During fiscal 1999 the contract term of this Consulting Agreement was extended from July 31, 1999 to July 31,
2000, was further extended during fiscal 2000 for an additional five months from July 31, 2000 to
December 31, 2000 and was further extended during fiscal 2001 for an additional twelve months from
December 31, 2000 to December 31, 2001 for an annual fee of $17.0 million for the contract period January 1,
2001 to December 31, 2001. In March 2002 the contract term of this Consulting Agreement was further
extended from December 31, 2001 to December 31, 2002 for an annual fee of $19.5 million for the contract
period January 1, 2002 to December 31, 2002.

Effective August 1, 1997 Magna Investments S.A. and SCo entered into a Business Development
Agreement under which SCo is to provide business development services on behalf of Magna
Investments S.A. to certain of its European affiliates which have contracted with Magna Investments S.A. to
develop business opportunities and provide certain other services on a global basis to achieve the global
business development plan of each such Magna affiliate, for an annual fee payable quarterly in arrears. As a
resuit of a reorganization of the Corporation’s subsidiaries in Europe, this Business Development Agreement
was assigned to Magna Belgium effective July 26, 2001. The Business Development Agreement is for a
contract term of five years ending July 31, 2002, but is terminable prior to that time by either party giving not
less than 120 days written notice of termination prior to the commencement of each twelve month contract
pericd. Annual fees are to be mutually agreed upon for each twelve (12) month contract period. The Business
Development Agreement was amended during fiscal 2000 to change the contract periods to run for twelve
months from January 1 to December 31 of each year during the contract term commencing January 1, 2001
and in fiscal 2001 an annual fee of $14.5 million for the contract period January 1, 2001 to December 31, 2001
was agreed upon. In March 2002 the contract term of the Business Development Agreement was extended for
an additional five months from July 31, 2002 to December 31, 2002 for an annual fee of $12.0 million for the
contract period January 1, 2002 to December 31, 2002.

Effective August 1, 1997 Magna Holding AG and Mr. F. Stronach, the Chairman of the Corporation,
entered into a Consulting Agreement under which Mr. F. Stronach is to provide business development and
other services to certain of Magna Holding AG’s subsidiaries in Austria, for an annual fee payable quarterly in
arrears. As a result of a reorganization of the Corporation’s subsidiaries in Europe, this Consuliing Agreement
was assigned to Magna Europa AG effective August 1, 1998. Magna Europa AG was subsequently
transformed into Magna Steyr AG & Co. KG in fiscal 2001. This Consuiting Agreement is for a contract term of
five years ending July 31, 2002, but is terminable prior to that time by either party giving not less than 120 days
written notice of termination prior to the commencement of each twelve month contract period. Annual fees
are to be mutually agreed upon for each contract period. The Consulting Agreement was amended during
fiscal 2000 to change the contract periods to run for twelve months from January 1 to December 31 of each
year during the contract term commencing January 1, 2001 and in fiscal 2001 an annual fee of $1.5 million for
the contract period January 1, 2001 to December 31, 2001 was agreed upon. In March 2002 the contract term
of this Consulting Agreement was extended for an additional five months from July 31, 2002 to December 31,
2002 for an annual fee of $1.5 million for the contract period January 1, 2002 to December 31, 2002,
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The terms and conditions of each of the three contracts described above, including the fees to be paid
during fiscal 2001 and fiscal 2002, were reviewed by the Human Resources and Compensation Committee
and approved by the independent “outside” directors on the Board as being in the best interests of the
Corporation. In addition, the Committee determined not to terminate the Business Development Agreement
and the Austrian Consuiting Agreement, both of which will now continue in force untii December 31, 2002.

Effective August 9, 2001, Intier entered into a four year consulting services agreement with SCo pursuant
to which Intier secured consulting services from SCo for the benefit of Intier in Europe and other global
markets outside of North America, in consideration of the grant of options to acquire 750,000 Class A
Subordinate Voting Shares of Intier under Intier's Incentive Stock Option Plan at an exercise price of $13.72
per share, with such options vesting as to 250,000 on August 9, 2001 and as to 125,000 on each of August 8,
2002, 2003, 2004 and 2005. The Consulting Agreement and related share option compensation was reviewed
and approved by the independent “outside” members of the Magna Board following review by and positive
recommendation of the Human Resources and Compensation Committee on July 5, 2001, but with effect only
upon the completion of the Intier initial public offering, which was subsequently completed on August 9, 2001.

STATEMENT OF CORPORATE GOVERNANCE PRACTICES

Magna has adopted certain structures and procedures, in addition to its Corporate Constitution, to
ensure that effective corporate governance practices are followed and the Board functions independently of
management. The following describes Magna'’s approach to corporate governance with specific reference to
each of the fourteen (14) non-compulsory Guidelines for effective corporate governance referenced in
Sections 472 to 474 of The Toronto Stock Exchange Company Manual (the “Guidelines”) as well as to
Magna’s Corporate Constitution which reflects the Corporation’s historical commitment to effective corporate
governance practices.

Magna’s Corporate Constitution

The adoption by Magna’s shareholders in 1984 of the Corporate Constitution represented the
formalization of Magna’s corporate governance practices which had evolved over many years. During the
period prior to 1984, certain specific policies were developed, described in each Annual Report to
Shareholders and applied by the Board and management. These policies attempt to strike a balance between
the Corporation’s stakeholders — its employees, managers and investors — by describing their respective
rights and, in the case of management, imposing certain responsibilities or disciplines. The specific inclusion
of such policies in a Corporate Constitution, which has formed part of the Corporation’s governing charter
documents (its Articles) and is therefore subject to enforcement by any shareholder, was (and continues to
be) unprecedented to the Corporation’s knowledge.

The policies reflected in the Corporate Constitution, which define the rights of the stakeholders to
participate in the Corporation’s profits and growth while at the same time subjecting management to certain
disciplines, include the following:

(1) A majority of the members of the Corporation’s Board must be individuals who are not “officers or
employees of the Corporation or any of its affiliates or related to such officers or employees”.

(2) Shareholders are entitled to certain minimum annual dividend distributions i.e. not less than 20% of -
the Corporation’s after-tax profits on average over a rolling three financia! year basis (the *Dividend
Policy”).

(3) Class A Subordinate Voting shareholders may directly elect two directors if a 4% return on capital is
not achieved on average over a rolling two financial year basis or the dividends required under the
Dividend Policy are not distributed.

(4) Class A Subordinate Voting and Class B shareholders, with each class voting separately, will have
the right to approve any investment by the Corporation in an unrelated business in the event such
investment together with all other investments in unrelated businesses exceeds 20 percent of
Magna's equity (the “Investment Policy”).
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(8) Certain specific distributions of pre-tax profits relating to employee profit participation (10%), to the
support of social objectives (maximum 2%) and to research and development (minimum 7%) are
required (the “Distribution Policy”).

A description of each of the foregoing policies.is contained in the Annual Report to Shareholders as well
as the Corporation’s Annual Information Form. These policies represent another aspect of Magna’s unique,
entrepreneurial corporate culture, in addition to the operational and compensation philosophies described in
the Human Resources and, Compensation Committee’s Report on Executive Compensation (see
“Compensation of Directors and Executive Officers -— Report on Executive Compensation” above) as well as
the Employee Charter of Rights.

Constitution of the Board and its Committees

The Board currently consists of thirteen (13) members. Magna has historically maintained a functional
Board of between nine (9) and fourteen (14) in order to facilitate effective and efficient decision making as
contemplated by Guideline (7). While there are no specific criteria for Board members, Magna attempts to
maintain a diversity of personal experience, particularly amongst the “outside” directors. See “Board of
Directors” above.

A majority of the current Board members (Messrs. Davis, Lumley, Muhr, Randa, Resnick, Richardson and
Vranitzky) are viewed by Magna as “unrelated directors” within the meaning of Guideline (2) as they are “free
from any interest and any business or other relationship which could, or could reasonably be perceived to,
materially interfere with the director’s ability to act with a view to the best interests of the Corporation, other
than interests and relationships arising from shareholding”, and have no interests in or relationship to a
significant shareholder. While the investment banking firm employing Mr. Lumley performs underwriting
services for the Corporation and its public subsidiaries from time to time, these assignments are made on a
competitive basis and approved by the Board {such individual having declared his interest and not voted) or
by the board of directors of the relevant public subsidiary. While Torys, to which Mr. Davis is counsel, provides
legal services from year to year to the Board and its committees and to certain of the Corporation’s public
subsidiaries, the amount or dollar value of such services are not significant or material either to Torys or to
Magna when compared to the overall amount or dollar value of legal services provided to Magna and its
subsidiaries in any period. These relationships and/or services are neither “material” to the Corporation nor
do they interfere with or compromise such directors’ “ability to act with a view to the best interests of the
Corporation”. Magna accordingly believes all seven (7) directors are “unrelated” within the meaning of
Guidelines (2) and (3). The other six (6) Board members are related, Ms. Stronach being a member of
management, Messrs. Gingl, Walker (who is not standing for re-election as a director of the Corporation), Wolf
and Fike being present or former officers and members of management and Mr. F. Stronach and Ms. Stronach
being both officers of the Corporation and trustees of and therefore related to the Stronach Trust. The
Stronach Trust is a significant shareholder by virtue of its voting control of the Corporation through its Class B
shareholdings. See “Voting Securities and Their Principal Holders”” above. None of the seven (7) “‘unrelated”
directors have interests in or relationships with the Stronach Trust and Magna therefore believes that the
Board’s composition appropriately reflects the investment in the Corporation by its shareholders other than
the Stronach Trust. '

Magna has established a number of Board committees in order to permit the Board to delegate as well as
share responsibility amongst the directors and to devote the necessary expertise and resources to a particular
area. These committees include an Audit Committee, a Human Resources and Compensation Committee
and an Environmental Committee. All of the members of these committees currently consist solely of
“outside” and “unrelated” directors as recommended by Guideline (9). Ad hoc Board committees, including
special committees, have also been established from time to time to carry out a specific function delegated by
the Board. Each committee, particularly the Audit Committee, has a specifically defined mandate and
responsibilities which have been established by the Board as recommended by Guideline.(13). See “Board of
Directors — Board Committees” above for a description of the Committee mandates and their membership.
While Magna has not established a Nomination Committee and/or a Corporate Governance Committee as
recommended by Guidelines (4) and (10), the Corporation believes that the nomination of directors (within the
requirements established by the Corporate Constitution) and other issues normally considered by these
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committees can be effectively dealt with by the “unrelated” or “outside” directors on the Board due to its
relatively small size, by the Audit Committee or Human Resources and Compensation Committee which are
composed entirely of “outside” directors, all of whom are “unrelated”, or by the Lead Director.

Magna ensures that new Board recruits are provided with a basic understanding of its business to assist
them in contributing effectively from the commencement of their election by the Board and/or shareholders as
recommended by Guideline (6). This includes an orientation manual as well as the opportunity for each new
member to meet with senior management and operational personnel and to visit the Corporation’s
manufacturing and other facilities. Following their election, Board members routinely accept standing
invitations to visit operational facilities and engage in discussions with individual corporate or operational
managers. Magna does not, at the current time, have a formal process for assessing the effectiveness of the
Board as a whole, its committees or the contributions of individual directors as recommended by Guideline

(5).

Functioning and Independence of the Board

Guidelines (11) and (12) also discuss other issues which arise out of the relationship between the Board
and management, including a recommendation that the limits of management’s responsibilities be defined
and that structures and procedures be put in place to ensure the Board can function independently of
management. As noted above, the primary legal mechanism implemented by the Corporation to ensure
Board independence from management is the “outside’” director requirement in the Corporate Constitution
and the existence of a majority of what the Corporation believes are “unrelated” directors. The Board has no
formal policy or “position description” setting out which specific matters must be brought by the Chief
Executive Officer and management to the Board for approval; however there is a clear understanding between
management and the Board through historical Board practice and accepted legal practice that all transactions
or other matters of a material nature must be presented by management for approval by the Board. As
previously indicated, each committee does have a formal written mandate outlining such committee’s
responsibilities and its obligation to report its recommendations to the Board. Subject to those powers which it
has specifically delegated, the Board retains residual authority.

Mr. F. Stronach has been the Chairman of the Board since 1971 reflecting his position as the founder of a
predecessor of the Corporation in 1957. While a trustee of the Stronach Trust and therefore related to the
controlling shareholder, he is technically a non-executive chairman; however, the Corporation does not
consider him as such due to the foregoing relationship and his relationship with Stronach & Co. See “Interests
of Management and Other Insiders in Certain Transactions” above. Effective August 1, 1996, Mr. W. G. Davis
was appointed as the Lead Director of the Board. The Lead Director’s duties include representing the _
Corporation’s “outside” and “‘unrelated” directors in discussions with senior management on corporate
governance issues and related matters as contemplated by Guideline (12). See “Board of Directors — Board”
above. In addition, the Corporation believes that its current Board size facilitates direct and immediate
communication between “unrelated” directors and management and permits individual directors to directly
involve themselves in specific matters where their personal inclination or experience will assist the Board as a
whole and management in dealing with a specific issue.

The Board has not developed a formal position description or mandate for the Chief Executive Officer nor
specific written corporate objectives which the Chief Executive Officer is responsible for meeting as
recommended by Guideline (11); however, there is regular discussion between the Board, the Human
Resources and Compensation Committee, the Lead Director, the Chairman and the Chief Executive Officer
with respect to the performance of the Chief Executive Officer and senior management in achieving the
Corporation’s strategic objectives as jointly determined by the Board and management. The Human
Resources and Compensation Committee also considers the performance of the Chief Executive Officer in
reviewing any changes to the Chief Executive Officer's employment terms and compensation and generally
reviews the performance of other senior managers with the Chief Executive Officer during each financial year.
See “Compensation of Directors and Executive Officers — Report on Executive Compensation” above.

In the past, members of the Board as well as committees of the Board have met independently of
management when considered necessary as recommended by Guideline (12). Committees are empowered
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to and bave previously engaged outside advisors at the expense of the Corporation as has the Lead Director
as recommended by Guideline (14); however, no situation has arisen to date in which an individual director
(other than the Lead Director) or committee member has expressed an interest in retaining, or has actually
retained, an outside advisor at the expense of the Corporation. The Board would consider each such request
on its merits at the time such request was made.

Directors who are not employees of the Corporation are currently paid certain annual retainer and per
meeting fees. Magna reviews the form and adequacy of these compensation levels every two years relative to
comparator companies of simflar size and global presence, both within and outside the automotive industry,
in order to ascertain the appropriate level of compensation which realistically reflects the responsibilities and
risks involved in serving as a Board member as recommended by Guideline (8). As a result of a review of such
compensation, the Corporation increased the amount of compensation payable to its outside directors
effective January 1, 2000 based on the recommendations of management and “inside” directors and the
Corporation’s shareholders approved the grant of options to “‘outside” directors at the Annual and Special
Meeting of Shareholders of the Corporation on May 18, 2000. The bi-annual review of directors compensation
is currently underway. See “Compensation of Directors and Executive Officers — Directors’ Compensation”
above.

Responsibilities of the Board

Guideline (1} of the Guidelines emphasizes the “stewardship” responsibilities of a board to oversee the
conduct of the business and to supervise management {which is responsible for the day-to-day conduct of the
business) and specifically identifies the following five matters which are considered as the principal
responsibilities to be discharged by a board. These matters are in addition to the Board’s legal obligations
under the Business Corporations Act (Ontario). See “Board of Directors — Board” above.

Adoption of a Strategic Planning Process. The Corporation for many years has had a strategic planning
process which directly involves the Board. Prior to the commencement of, or in the first month of, each
financial year, the Board participates in a meeting with management devoted solely to strategic planning in
which future trends and risks in the automotive industry over a three to seven year horizon are jointly identified.
Specific product strategies and three-year business plans at both the corporate and group level are presented
by corporate and group management for discussion. Capital expenditure projections for the following
financial year are reviewed and a budget approved at the conclusion of the meeting. Updates on industry
trends, product strategies, new product developments, major new business, capital expenditures and specific
problem areas/action plans are presented by management and discussed as part of a management report at
each regular quarterly Board meeting.

Identification of and Managing Principal Risks. By means of both the annual strategic planning meeting
and quarterly updates by management, the Board identifies and reviews with management the principal
business risks and receives reports of management’s assessment of and proposed responses to those risks
as they develop in order to ensure that all risks are being appropriately managed. For example the Board and
management developed a corporate strategy to significantly expand its operations outside the United States
and Canada commencing in fiscal 1994 in response to the historical cyclicality of the North American auto
industry and the continued trend to the development of global automotive markets. More recently, following
the recommendation of a special committee, the Board approved the creation of two new giobal groups,
Magna Interiors (now called intier Automotive Inc.) and Magna Steyr, in order to meet the global requirements
of the Corporation’s OEM customers, approved the spinoff of Intier as a separate public company in
August 2001 and reviewed and approved the previously proposed merger of the Magna Steyr Group with
Tesma. In addition, both the Audit Committee and the Environmental Committee play a role in identifying and
implementing monitoring and other systems to deal with the risks which fall within their respective mandates.

Succession Planning, Including Appointing, Training and Monitoring Senior Management. Magna’s
long-established policy of profit-based compensation has continued to be implemented by the Human
Resources and Compensation Committee at the corporate level in order to attract, retain and motivate skilled
and entrepreneurial management and employees and to ensure that management performance (as
measured by the Corporation’s profitability) bears a direct relatlonshxp to their level of compensation. See
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“Compensation of Directors and Executive Officers — Report on Executive Compensation” above. Through
its review of all officer appointments, particularly that of the Chief Executive Officer, the Board and the
Committee is involved in management succession and manpower planning issues. The Chief Executive
Officer reviews management succession and development with the Committee as part of the annual
compensation review process, both of which remain key objectives for fiscal 2002. While the responsibility for
direct training has traditionally been left to senior management, the Board satisfies itself that the necessary
levels of skill and experience exist when reviewing and making appointments. '

Communications Policy. The Board has ensured that a program is in place to effectively communicate
with the Corporation’s stakeholders, including shareholders, employees and the general public. The
Corporation’s investor communications personnel are responsible for responding to all shareholder
communications and for the operation of Magna’s investor communications program. This program includes
quarterly open conference calls/webcasts to present the financial results for each quarter as well as the
complete financial year, industry analyst meetings and meetings with institutional shareholders. Extensive
presentations are made at each Annual Shareholders Meeting which explain the Corporation’s business
results for the prior financial year and business objectives and strategies for the future. Management reports
quarterly to the Board on the financial markets and major shareholder activity. The Board reviews and
approves all material investor communications, including press releases involving the dissemination of
quarterly financial information and all material regulatory disclosure documents. The Board and management
also place great emphasis on the Corporation’s employee communications program, which is administered
by Magna’s Employee Relations Department, particularly the management of its unique Employee Charter of
Rights. This program includes monthly employee communications meetings, the publication of a monthly
news letter (Magna People) and an employee annual report as well as the maintenance of an employee
hot line and divisional fairness committees to directly address individual employee concerns.

Integrity of Internal Control and Management Information Systems. The Board, through the Audit and
Environmental Committees, has ensured that effective systems are in place to monitor the integrity of the
Corporation’s internat control and management information systems in their delegated areas. Both the Audit
Committee and Environmental Committee meet quarterly prior to each quarterly Board meeting. See “Board
of Directors — Board Committees” above for a description of Committee mandates and membership.

DIRECTORS’ AND OFFICERS’ LIABILITY INSURANCE

During fiscal 2001 the Corporation renewed for a three year period commencing August 1, 2001 through
July 31, 2004, an insurance policy which currently provides, amongst other coverages, for executive liability of
up to $255 million (per occurrence and in the aggregate for all claims made during the policy period) for _
officers and directors of the Corporation and its subsidiaries, subject to a $250,000 aggregate deductible for
executive indemnification. This policy does not provide coverage for losses arising from the breach of
fiduciary responsibilities under statutory or common law or from violations of or the enforcement of pollutant
laws and regulations. The premium payable in respect of the policy year August 1, 2001 to July 31, 2002 for
the executive indemnification portion of this insurance policy was approximately Cdn.$648,200.

RE-APPOINTMENT OF AUDITOR

At the Meeting the shareholders will be asked to re-appoint Ernst & Young LLP as the Auditor of the
Corporation, and management, the Audit Committee and the Board recommend that the shareholders do so.
Ernst & Young LLP has been the Auditor of the Corporation since February 27, 1969. The persons named in
the accompanying form(s) of proxy will, in the case of a ballot and in the absence of specifications or
instructions to abstain from voting on the form of proxy, vote for the re-appointment of Ernst & Young LLP as
the Auditor of the Corporation to hold office until the next annual meeting of shareholders of the Corporation
and to authorize the directors to fix the Auditor’s remuneration.

Representatives of Ernst & Young LLP are expected to attend the Meeting, will have an opportunity to
make a statement if they so desire and are expected to be available to respond to appropriate questions.
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A\.\ MAGNA CLASS B SHARES

PROXY

THIS PROXY IS SOLICITED BY AND ON BEHALF OF
THE MANAGEMENT OF THE CORPORATION

The undersigned shareholder of Magna International inc. (the “Corporation”) hereby appoints
Frank Stronach, or failing him Belinda Stronach, or failing her Brian Colburn, or instead of any of them
as the proxyholder of the undersigned, with full power of substitution, in respect of all the Class B Shares of the
Corporation held by the undersigned, to attend at, and to act and vote on behalf of the undersigned in respect
of all matters that may come before, the Annual Meeting of the Shareholders of the Corporation on May 9,
2002 and any and all adjournments or postponements thereof, and, without limiting the general authority
conferred by this proxy, the undersigned hereby specifically directs such proxyholder as follows:

(@) To vote FOR [J or ABSTAIN [ in respect of the election of
William G. Davis, William H. Fike, Manfred Gingl, Edward C.
Lumley, Karlheinz Muhr, Gerhard Randa, Donald Resnick,
Royden R. Richardson, Belinda Stronach, Frank Stronach, Franz
Vranitzky and Siegfried Wolf as directors (to withhold your vote
from any individual nominee strike a line through the
nominee’s name),

(b) To vote FOR [J or ABSTAIN O in respect of the re-appointment of
the Auditor, and

(c) Tovote FOR ] or ABSTAIN ] from authorizing the directors to fix
the Auditor’s remuneration.

This proxy confers ‘discretionary authority to vote on
amendments or variations to the matters identified in the Notice of
Annual Meeting of Shareholders and on all other business or
matters as may properly come before the meeting or any
adjournments or postponements thereof.

The proxyholder will vote FOR the election of the management
nominees for the office of director, FOR the re-appointment of
Ernst & Young LLP as the Auditor of the Corporation and FOR
authorizing the directors to fix the Auditor’s remuneration, where a
choice for each such matter is not specified in this proxy.

The undersigned confirms the express wish that this document
and the documents relating hereto including the Management
Information Circular/Proxy Statement be in English only. Le
soussigné confirme sa volonté expresse que ce document et les
documents se rattachant a la presente, y compris la circulaire
d’information et de procuration de la direction soient rédigés en
anglais seulement.

The undersigned hereby revokes any proxy previously given.

Date . ... . . 2002

Signature . . ...

NOTES:

1. This proxy must be signed by the shareholder or his attorney duly authorized
in writing.

2. If the shareholder is a corporation, this proxy must be executed by an officer or
attorney thereof duly authorized in writing.

3. Please date this proxy. If not dated, it shall be deemed to be dated the day on which it
is mailed.

4. A shareholder has the right to appoint a person to attend and to act for him on
his behalf at the meeting other than the management nominees named above.
Such right may be exercised by striking out the names of Mr. Frank Stronach,
Ms. Belinda Stronach and Mr. Brian Colburn and inserting in the space provided the
name of the person to be appointed, who need not be a shareholder of the
Corporation, or by completing another proper form of proxy.

If your address as shown is incorrect please give your correct address when
returning this proxy.




Magna International Inc.
337 Magna Drive

@
Aurora, Ontario, Canada 14G 7K1
A Tel: (905) 726-2462
Fax: (905) 726-7173

NOTICE TO NON-REGISTERED SHAREHOLDERS

RE: INTERIM MAILINGS

Magna International Inc. (*‘Magna”) maintains a Supplemental Mailing List which includes the names of
certain shareholders each of whose shares are registered in the name of a broker, bank or other intermediary
rather than in the shareholder’'s own name. Magna mails interim financial material (e.g., quarterly reports)
directly to such non-registered shareholders on the Supplemental Mailing List. This list is in addition to, and
separate from, the Registered Shareholder Mailing List maintained by Magna'’s Registrar and Transfer Agent.

If you are a non-registered shareholder and wish to be added to our Supplemental Mailing List so
as to receive interim financial material (e.g. quarterly reports), please detach and return the reply
section of this notice with your completed proxy.

Registered shareholders will continue to receive interim mailings and need not reply.
For further information, please contact:

Ms. Yvonne Baillargeon-Klugmann

Office of the Corporate Secretary

Magna International inc.

337 Magna Drive

Aurora, Ontario, Canada L4G 7K1
Telefax: (905) 726-7173

Materials can be obtained through our website http://www.magna.com at any time.
PLEASE COMPLETE AND DETACH THE FORM BELOW

CUSIP #559222-40-1 April 4, 2002

To receive interim financial reports of Magna International Inc., please PRINT your name and address in
the space below and return this reply section of the notice with your completed proxy. Please note that interim
reports and annual reports are available on our website.

NAME OF NON-REGISTERED SHAREHOLDER

MAILING ADDRESS

Postal Code/Zip Code

SIGNATURE
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Magna International Inc.

SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The consolidated financial statements have been prepared in U.S. dollars following Canadian
generally accepted accounting principles [“Canadian GAAP”], which are in conformity, in all
material respects, with United States generally accepted accounting principles [“U.S. GAAP"],
except as described in note 24 to the consolidated financial statements.

Principles of consolidation

The consolidated financial statements include the accounts of Magna International Inc. and its
subsidiaries [collectively “Magna” or the “Company”], some of which have a minority interest.
The Company accounts for its interests in jointly controlled entities using the proportionate
consolidation method. All significant intercompany balances and transactions have been
eliminated.

Foreign currency translation

Assets and liabilities of the Company’s operations having a functional currency other than the
U.S. dollar are translated into U.S. dollars using the exchange rate in effect at the year end and
revenues and expenses are translated at the average rate during the year. Exchange gains or losses
on translation of the Company’s net equity investment in these operations are deferred as a
separate component of shareholders’ equity.

The appropriate amounts of exchange gains or losses accumulated in the separate component of
shareholders’ equity are reflected in income when there is a reduction in the Company’s net
investment in the operations that gave rise to such exchange gains and losses.

Foreign exchange gains and losses on transactions occurring in a currency other than an
operation’s functional currency are reflected in income except for gains and losses on foreign
exchange contracts used to hedge specific future commitments in foreign currencies. Gains and
losses on these contracts are accounted for as a component of the related hedged transaction.
Gains and losses on translation of foreign currency long-term monetary liabilities are deferred and
amortized over the period to maturity.

Cash and cash equivalents

Cash and cash equivalents include cash on account, demand deposits and short-term investments
with remaining maturities of less than three months at acquisition.

Inventories

Inventories are valued at the lower of cost and net realizable value, with cost being determined
substantially on a first-in, first-out basis. Cost includes the cost of materials plus direct [abour
applied to the product and the applicable share of manufacturing overhead.
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Magna International Inc.

SIGNIFICANT ACCOUNTING POLICIES

Investments

The Company accounts for its investments in which it has significant influence on the equity
basis. Investments also include interest bearing marketable securities intended to be held to
maturity and are recorded at amortized cost.

Fixed assets

Fixed assets are recorded at historical cost which inciudes acquisition and development costs.
Development costs include direct construction costs, interest capitalized on construction in
progress and land under development and indirect costs wholly attributable to development.

Depreciation is provided on a straight-line basis over the estimated useful lives of fixed assets at
annual rates of 2 1/2% to 5% for buildings, 7% to 10% for general purpose equipment and 10% to
30% for special purpose equipment.

Costs incurred in establishing new facilities which require substantial time to reach commercial
production capability are expensed as incurred.

Goodwill

Goodwill represents the excess of the purchase price of the Company’s interest in subsidiary
companies over the fair value of the underlying net identifiable assets arising on acquisitions.
Goodwill is generally amortized over 20 years and in all cases amortization does not exceed
40 years. The Company reviews the valuation and amortization periods of goodwill whenever
events or changes in circumstances warrant such a review. In doing so, the Company evaluates
whether there has been a permanent impairment in the value of unamortized goodwill based on the
estimated undiscounted cash flows of each business to which the goodwill relates.

Other assets

Other assets include racing licenses. Racing licenses are recorded at cost less accumulated
amortization. Amortization is provided on a straight-line basis over 20 years.

Other assets also include long-term receivables. The long-term receivables represent the
recognized sales value of design and engineering services provided to customers under certain
long-term contracts. The receivables will be paid in fixed amounts per vehicle forecasted to be
assembled over the period from 2003 to 2010. In the event that actual assembly volumes are less
than those forecasted a reimbursement for any shortfall will be made annually. The fixed
receivable amount per vehicle will include an interest component for extended payment terms that
will be accrued over time between the beginning of the production period and the collection date.
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Magna International Inc.

SIGNIFICANT ACCOUNTING POLICIES

Employee benefit plans

The cost of providing benefits through defined benefit pensions, lump sum termination and long
service payment arrangements, and post-retirement benefits other than pensions is actuarially
determined and recognized in income using the projected benefit method prorated on service and
management’s best estimate of expected plan investment performance, salary escalation and
retirement ages of employees. Differences arising from plan amendments, changes in assumptions
and experience gains and losses are recognized in income over the expected average remaining
service life of employees. Plan assets are valued at fair value. The cost of providing benefits
through defined contribution pension plans is charged to income in the period in respect of which
contributions become payable.

Subordinated debentures

The Company's subordinated debentures are recorded in part as debt and in part as shareholders’
equity.

The debt component consists of the present value of the future interest payments on the
subordinated debentures to maturity and is presented as debentures’ interest obligation. Interest
on the debt component is accrued over time and recognized as a charge against income.

The equity component includes the present value of the principal amount of the subordinated
debentures which can be satisfied by issuing Class A Subordinate Voting Shares of the Company
at the option of the Company. This amount will be accreted to the face value of the subordinated
debentures over the term to maturity through periodic charges, net of income taxes, to retained
earnings.

In addition, in the case of the convertible subordinated debentures, the equity component also
includes the value of the holders’ option to convert the convertible subordinated debentures into
Class A Subordinate Voting Shares of the Company. The holders’ conversion options are valued
using a residual value approach.

Each of the above equity components are included in other paid-in capital in shareholders’ equity

except for the equity component of subordinated debentures issued by the Company’s subsidiaries.
The equity component of subsidiary subordinated debentures is included in minority interest.

Preferred Securities

Preferred Securities are included in shareholders’ equity and financing charges, net of income
taxes, on the Preferred Securities are accrued over time and charged directly to retained earnings.
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Magna International Inc.

SIGNIFICANT ACCOUNTING POLICIES |

Revenue recognition

Revenue from the sale of manufactured products is recognized when the price is fixed or
determinable, collectability is reasonably assured and upon shipment to [or receipt by customers
depending on contractual terms], and acceptance by, customers.

Revenues from separately priced engineering service and tooling contracts are recognized on a
percentage of completion basis. In addition, revenues are recognized on a percentage of
completion basis in respect of design and engineering services provided to customers under certain
long-term contracts where a fixed amount per vehicle assembled is paid over a predefined period
[see “Other assets” under “Significant Accounting Policies”].

Revenue and cost of sales are presented on a gross basis in the consolidated statements of income
when the Company is acting as principal and is subject to significant risks and rewards of the
business. Otherwise, components of revenues and related costs are presented on a net basis.

Preproduction costs related to long-term supply agreements

Costs incurred [net of customer subsidies] related to design and engineering, which are reimbursed
as part of subsequent related parts production piece price amounts, are expensed as incurred unless
a contractual guarantee for reimbursement exists.

Costs incurred [net of customer subsidies] related to design and development costs for moulds,
dies and other tools that the Company does not own [and that will be used in, and reimbursed as
part of the piece price amount for, subsequent related parts production] are expensed as incurred
unless the supply agreement provides a contractual guarantee for reimbursement or the
non-cancelable right to use the moulds, dies and other tools during the supply agreement.

Government financing

The Company makes periodic applications for financial assistance under available government
assistance programs in the various jurisdictions in which the Company operates. Grants relating to
capital expenditures are reflected as a reduction of the cost of the related assets. Grants and tax
credits relating to current operating expenditures are generally recorded as a reduction of expense
at the time the eligible expenses are incurred. In the case of certain foreign subsidiaries, the
Company receives tax super allowances, which are accounted for as a reduction of income tax
expense. The Company also receives loans which are recorded as liabilities in amounts equal to
the cash received.

Research and development

The Company carries on various applied research and development programs, certain of which are
partially or fully funded by governments or by customers of the Company. Funding received is
accounted for using the cost reduction approach. Research costs are expensed as incurred and
development costs which meet certain criteria where future benefit is reasonably certain are
deferred to the extent of their estimated recovery.
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Magna International Inc.

SIGNIFICANT ACCOUNTING POLICIES

Income taxes

The Company uses the liability method of tax allocation for accounting for income taxes. Under
the liability method of tax allocation, future tax assets and liabilities are determined based on
differences between the financial reporting and tax bases of assets and liabilities and are measured
using the substantively enacted tax rates and laws that will be in effect when the differences are
expected to reverse.

Stock-based compensation

No compensation expense is recognized for stock options granted under the Company’s Incentive
Stock Option Plan. Consideration paid on the exercise of stock options is credited to capital stock.

Earnings per Class A Subordinate Voting or Class B Share

Basic earnings per Class A Subordinate Voting or Class B Share are calculated on net income less
financing charges on Preferred Securities and other paid-in capital, and the foreign exchange loss
on the redemption of the 5% Convertible Subordinated Debentures [see note 6] using the
weighted average number of Class A Subordinate Voting and Class B Shares outstanding during
the year.

Fully diluted earnings per Class A Subordinate Voting or Class B Share are calculated on the
weighted average number of Class A Subordinate Voting and Class B Shares that would have
been outstanding during the year had all the convertible subordinated debentures been exercised or
converted into Class A Subordinate Voting Shares at the beginning of the year, or date of
issuance, if later. In addition, the weighted average number of Class A Subordinate Voting and
Class B Shares used to determine diluted earnings per share includes an adjustment for stock
options outstanding using the treasury stock method. Under the treasury stock method:

e the exercise of options is assumed to be at the beginning of the period {or at the time of
issuance, if later];

¢ the proceeds from the exercise of options are assumed to be used to purchase Class A
Subordinate Voting Shares at the average market price during the period; and

¢ the incremental number of Class A Subordinate Voting Shares [the difference between the
number of shares assumed issued and the number of shares assumed purchased] are included
in the denominator of the diluted earnings per share computation. '

Use of estimates

The preparation of the consolidated financial statements in conformity with Canadian generally
accepted accounting principles requires management to make estimates that affect the amounts
reported and disclosed in the consolidated financial statements. Actual results could differ from
those estimates.
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Magna International Inc.

CONSOLIDATED STATEMENTS OF INCOME

{U.S. dollars in millions]

Years ended December 31,

Note 2001 2000 1999
[restated - note 2]
Sales
Automotive $ 10,507 $ 10,099 $ 9.260
Magna Entertainment Corp. 519 414 187
11,026 10,513 9,447
Automotive costs and expenses
Cost of goods sold 8,588 8,264 7,659
Depreciation and amortization 399 372 332
Selling, general and administrative 685 655 607
Interest expense, net 14 2 13 16
Equity income (16) (14) a7n
Magna Entertainment Corp. costs and expenses 496 412 183
Operating income - automotive 849 809 663
Operating income — Magna Entertainment Corp. 23 2 4
Operating income 872 811 667
Other income 3 46 161 —
Income before income taxes and minority interest 918 972 667
Income taxes 12 290 348 229
Minority interest 48 26 19
Net income for the year $ 580 $ 598 $ 419
Earnings per Class A Subordinate
Voting or Class B Share 4
Basic $ 657 $§ 704 $ 494
Diluted 2 $ 620 § o644 $ 465
Cash dividends paid per Class A
Subordinate Voting or Class B Share $ 136 $ 124 3 L1l
Average number of Class A Subordinate Voting and
Class B Shares outstanding during
the year [in millions}: 4
Basic 80.1 785 78.5
Diluted’ - 2 914 91.5 91.1

See accompanying notes
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Magna International Inc.

CONSOLIDATED STATEMENTS

OF RETAINED EARNINGS

[U.S. dollars in millions]

Years ended December 31,

Note 2001 2000 1999
Retained earnings, beginning of year $1,789 §$ 1,446 $ 1,128
Net income for the year 580 598 419
Financing charges on Preferred Securities and

other paid-in capital 44) 45) 3D
Dividends on Class A Subordinate

Voting and Class B Shares 5 (109) (209) (70)
Foreign exchange loss on the redemption of the 5%

Convertible Subordinated Debentures 6 (10) —_ —_
Distribution on transfer of business to subsidiary 7 14 — —
Surrender of subsidiary stock options —_ )] —
Retained earnings, end of year $ 2,220 $ 1,789 $ 1,446

See accompanying notes
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Magna International Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

{U.S. dollars in millions]

Years ended December 31,

Note 2001 2000 1999
OPERATING ACTIVITIES
Net income for the year $ 580 $ 598 $ 419
Items not involving current cash flows 8 443 393 373
1,023 991 792
Changes in non-cash working capital 8 6 (336) (79)
Cash provided from operating activities 1,029 655 713
INVESTMENT ACTIVITIES
Fixed asset additions (525) (653) (859)
Purchase of subsidiaries 9 (40) (68) 211)
Increase in investments and other (46) (28) (26)
Proceeds from disposition of investments
and other 3 97 346 146
Cash used for investment activities (514) (403) (950)
FINANCING ACTIVITIES
Issues of debt 14 34 67 217
Issues of shares by subsidiaries 3 184 4 1
Repayments of debt 14 an 147 (73)
Redemption of 5% Convertible
Subordinated Debentures 6 (121) — —
Redemption of Subordinated
Debentures by subsidiary 3,9 90) — —_
Repayments of debentures’
interest obligation 15 33) (33) (30)
Preferred Securities distributions 15 (28) (26) 3
Surrender of subsidiary stock options —_ (2) —
Issues of Preferred Securities 15 — — 274
Issues of subordinated debentures 15 _ —_ 104
Issues of Class A Subordinate
Voting Shares 17 27 — —
Dividends paid to minority interests 9) (6) 3)
Dividends (109) (97) (87)
Cash provided from (used for) financing activities (222) (240) 400
Effect of exchange rate changes on cash
and cash equivalents 23) 24) (15)
Net increase (decrease) in cash and cash
equivalents during the year 270 (12) 148
Cash and cash equivalents, beginning of year 620 632 484
Cash and cash equivalents, end of year $ 890 $ 620 $ 632

See accompanying notes
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Magna International Inc.
Incorporated under the laws of Ontario

CONSOLIDATED BALANCE SHEETS

[U.S. dollars in millions)

As at December 31

Note 2001 2000
ASSETS
Current assets
Cash and cash equivalents $ 8% $ 620
Accounts receivable 1,752 1,684
Inventories 10 842 767
Prepaid expenses and other ’ 74 66
3,558 3,137
Investments 16, 21 88 86
Fixed assets, net 11 3,595 3,589
Goodwill, net 9 259 295
Future tax assets 12 114 96
Other assets 13 292 205
$ 7,906 $ 7,408
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities
Bank indebtedness 14 $ 308 $ 338
Accounts payable 21 1,451 1,314
Accrued salaries and wages 228 215
Other accrued liabilities 158 119
Income taxes payable 12 62 51
Long-term debt due within one year 14 54 46
2,261 2,083
Long-term debt 14 244 268
Debentures’ interest obligation 15 114 191
Other long-term liabilities 16 85 84
Future tax )iabilities 12 276 224
Minority interest 9.15 441 356
3,421 3,206
Shareholders’ equity
Capitai stock 17
Class A Subordinate Voting Shares
[issued: 2001 - 82,244,518; 2000 - 77,467,153) 1,682 1,442
Class B Shares

[convertible into Class A Subordinate Voting Shares]

{issued: 2001 - 1,097,009; 2000 - 1,097,905} 1 1
Preferred Securities 15 277 277
Other paid-in capital 15 463 734
Retained earnings 12,20 2,220 1.789
Currency translation adjustment 19 (158) (41)

4,485 4,202
$ 7,906 $ 7.408

Commitments and contingencies [notes 14 and 22}
See accompanying notes

On behalf of the Board:

Director

N

Chairman of the Bg




Magna International Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

[all amounts in U.S. dollars and all tabular amounts in millions unless otherwise noted]

December 31, 200!

1. SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed by the Company are set out under “Significant
Accounting Policies™ preceding these consolidated financial statements.

2. ACCOUNTING CHANGES

In December 2000, The Canadian Institute of Chartered Accountants [“CICA”] issued new
accounting recommendations for the presentation and disclosure of basic and diluted earnings per
share. Effective January 1, 2001, the Company adopted these new recommendations on a
retroactive basis. The most significant change under the new recommendations is the use of the
“treasury stock method” instead of the “imputed earnings approach” in computing diluted earnings
per share. Under the treasury stock method:

e exercise of options are assumed at the beginning of the period [or at the time of issuance, if
later];

e the proceeds from exercise are assumed to be used to purchase common stock at the average
market price during the period; and

e the incremental shares [the difference between the number of shares assumed issued and the
number of shares assumed purchased] are included in the denominator of the diluted earnings
per share computation. '

The retroactive impact of adopting the new recommendations for the years ended December 31,
2000 and 1999 was to increase diluted earnings per Class A Subordinate Voting or Class B Share
by $0.10 and $0.02, respectively, and to reduce the average number of diluted Class A
Subordinate Voting and Class B Shares outstanding by 1.8 million and 0.7 million, respectively.
The impact of adopting the new recommendations for the year ended December 31, 2001 was to
increase diluted earnings per Class A Subordinate Voting or Class B Share by $0.11, and to reduce
the average number of diluted Class A Subordinate Voting and Class B Shares outstanding by
2.4 million.
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Magna International Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

[all amounts in U.S. dollars and all tabular amounts in millions unless otherwise noted]

December 31, 2001

3.
[a]

[b]

OTHER INCOME
For the year ended December 31, 2001

In April 2001, Magna Entertainment Corp. [“MEC”], a publicly traded subsidiary of Magna,
issued 3.2 million shares of Class A Subordinate Voting Stock of MEC to complete the
acquisition of certain businesses [see note 9]. Magna incurred a loss of $7 million from its
ownership dilution on the issue. The loss incurred was not subject to income taxes as the
issue was completed on a primary basis by MEC.

In June 2001, Decoma International Inc. [“Decoma”], a publicly traded subsidiary of Magna,
completed a public offering by issuing 16.1 million Decoma Class A Subordinate Voting
Shares for aggregate cash consideration, net of share issue expenses, of $111 million. Magna
recognized a gain of $49 million from its ownership dilution arising from the issue. The gain
realized was not subject to income taxes as the issue was completed on a primary basis by
Decoma.

On August 9, 2001, Intier Automotive Inc. [“Intier”], a subsidiary of Magna, completed an
initial public offering by issuing 5.5 million Intier Class A Subordinate Voting Shares to third
parties for aggregate cash consideration, net of share issue expenses, of $72 million. Magna
recognized a gain of $6 million from its ownership dilution arising from the issue. The gain
realized was not subject to income taxes as the issue was completed on a primary basis by
Intier.

In October 2001, Decoma redeemed the outstanding amount of the Decoma Subordinated
Debentures. Magna incurred a loss of $2 million from its ownership dilution arising from the
redemption. The loss incurred was not subject to income taxes.

For the year ended December 31, 2000

During the year ended December 31, 2000, Magna recognized a gain before income taxes of
$36 million on the sale of 4.4 million Class A Subordinate Voting Shares of Tesma
International Inc. [*Tesma™], a publicly traded subsidiary of Magna.

The Company also completed the sale of its 50% interest in Webasto Sunroofs Inc., a joint
venture, and related real estate and completed the sale of Invotronics, a wholly owned
manufacturing division. The Company recognized gains before income taxes of $94 million
and $31 million on these disposals, respectively.
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4. EARNINGS PER SHARE

Earnings per share data are computed as follows:

Years ended December 31,

2001 2000 1999
Basic earnings per Class A Subordinate Voting
or Class B Share:
Net income $ 580 $ 598 $ 419
Financing charges on Preferred Securities and
other paid-in capital (44) 45) 31
Foreign exchange loss on the redemption of the 5%
Convertible Subordinated Debentures (10) — —
Net income available to Class A Subordinate Voting
and Class B Shareholders $ 526 $ 553 $ 388
Average number of Class A Subordinate Voting and
Class B Shares outstanding during the year 80.1 78.5 78.5
Basic earnings per Class A Subordinate Voting
or Class B Share $ 6.57 $ 7.04 $ 494
Diluted earnings per Class A Subordinate Voting
or Class B Share:
Net income available to Class A Subordinate Voting
and Class B Shareholders ' $ 526 $ 553 $ 388
Adjustments [net of related tax effects]:
Interest, accretion, issue cost amortization and foreign
exchange on 5% Convertible Subordinated Debentures 20 15 15
Interest, accretion, issue cost amortization and foreign
exchange on 4.875% Convertible Subordinated Debentures 21 21 21
$ 567 5 589 $ 424
Average number of Class A Subordinate Voting and
Class B Shares outstanding during the year 80.1 78.5 78.5
5% Convertible Subordinated Debentures 44 6.5 6.3
4.875% Convertible Subordinated Debentures 6.5 6.5 6.3
Stock options 04 — —
914 91.5 91.1
Diluted earnings per Class A Subordinate Voting
or Class B Share $ 6.20 $ 6.44 $ 4.65
3
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Diluted earnings per Class A Subordinate Voting or Class B Share exclude Class A Subordinate
Voting Shares issuable, only at the Company’s option, to settle the 7.08% Subordinated
Debentures and Preferred Securities on redemption or maturity. The number of shares issuable is
dependent on the trading price of Class A Subordinate Voting Shares at redemption or maturity of
the 7.08% Subordinated Debentures and Preferred Securities.

Furthermore, for the years ended December 31, 2000 and 1999, diluted earnings per Class A
Subordinate Voting or Class B Share exclude 1.8 million and 0.7 million Class A Subordinate
Voting Shares issuable under the Company’s Incentive Stock Option Plan, respectively, because
such options were not ‘in-the-money’ during these periods.

5. MEC SPECIAL DIVIDEND

On March 10, 2000, Magna paid a special stock dividend of approximately 20% of MEC’s equity
to Magna Class A Subordinate Voting and Class B shareholders of record on February 25, 2000
[the “special dividend”]. Dividends include $111 million related to the special dividend.

In connection with the special dividend, the holders’ conversion prices with respect 1o the
Company’s 4.875% and 5% Convertible Subordinated Debentures have been adjusted [see
note 15]. The conversion price with respect to the 4.875% Convertible Subordinated Debentures
was reduced to $74.27 from $76.17. Similarly, the conversion price with respect to the
5% Convertible Subordinated Debentures was reduced to $53.04 from $54.40.

6. FOREIGN EXCHANGE LOSS ON THE REDEMPTION OF THE
5% CONVERTIBLE SUBORDINATED DEBENTURES

In August 2001, the Company called for redemption of the $344 million principal amount
outstanding of the 5% Convertible Subordinated Debentures effective September 18, 2001. Prior
to September 18, 2001, an aggregate $224 million principal amount of such debentures was
converted into 4,216,682 Class A Subordinate Voting Shares. The balance of $121 million
principal amount that remained outstanding was redeemed in cash.

On redemption, the Company incurred a foreign exchange loss of $10 million related to the equity
component of the 5% Convertible Subordinated Debentures. Accordingly, such amount was
recorded as a charge to retained earnings. In accordance with the new recommendations of the
CICA, the foreign exchange Joss of $10 million was recorded as a charge to income available to
Class A Subordinate Voting or Class B Shareholders and reflected in the calculation of basic and
diluted earnings per share.
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7. DISTRIBUTION ON TRANSFER OF BUSINESS TO SUBSIDIARY

In January 2001, Decoma purchased Magna Exterior Systems [“MES”] and the remaining 60% of
Decoma Exterior Trim [“DET”] owned by Magna. The aggregate purchase price paid by Decoma
was $203 million which was satisfied in cash by $3 million, through the issuance of 8.3 million
Decoma Class A Subordinate Voting Shares and 2 million 5.75% convertible, redeemable and
retractable Decoma Preferred Shares. In addition, Decoma assumed the debt of MES and DET
owing to the Company which totalled $220 million at the closing date. Given that the proceeds
received from Decoma exceeded the net book value of the Company’s investment in MES and
DET on the transaction date, the minority interest portion of such excess has been recorded as a
distribution on the transfer of MES and DET to Decoma. Such distribution also includes the effect
of the increase in Magna’s equity interest in Decoma as a result of this transaction, from
approximately 89% to approximately 91%. The distribution on the transfer of MES and DET to
Decoma has been recorded as an increase in the consolidated retained earnings of the Company.

8. DETAILS OF CASH FROM OPERATING ACTIVITIES

[a] Items not involving current cash flows:

Years ended December 31

2001 2000 1999
Depreciation and amortization $ 399 $ 372 $ 332
MEC depreciation and amortization 26 20 8
Equity income and other 4 24 11
Minority interest 48 26 19
Future income taxes and non-cash portion of
current taxes 39 52 3
Net gains on sales and issues of shares by subsidiaries (73) (101) —

$ 443 $ 393 $ 373

[b] Changes in non-cash working capital:

Years ended December 31,

2001 2000 1999
Accounts receivable N ' $ (116) $ (126) $ @4
Inventories (104) (135) (84)
Prepaid expenses and other 2 39) 8
Accounts payable, accrued salaries and wages
and other accrued liabilities 222 an 17
Income taxes payable 2 19) 24
$ 6 $ (336) 3 @9
5
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9. BUSINESS ACQUISITIONS

The following acquisitions were accounted for using the purchase method:
Acquisitions in the year ended December 31, 2001

Autosystems

In September 2001, Decoma acquired the lighting components manufacturing business and related
fixed and working capital assets of Autosystems Manufacturing Inc. [“Autosystems”], an
automotive lighting manufacturer located in Ontario whose principal customers include General
Motors Corporation and Visteon Corporation. Total consideration paid in connection with the
acquisition amounted to $12 million.

MEC

In April 2001, MEC completed the acquisition of Ladbroke Racing Pennsylvania Inc. and Sport
Broadcasting, Inc. [collectively the “Ladbroke Companies™] for total consideration of $48 million
[net of cash acquired of $7 million]. In accordance with the terms of the agreement, $21 million
of the purchase price was paid in cash, $13 million was satisfied through the issuance of
3.2 million shares of Class A Subordinate Voting Stock of MEC and the balance was satisfied
through the issuance of two promissory notes that are payable on the first and second anniversaries
of closing, respectively. The promissory notes bear interest at 6% per annum. The Ladbroke
Companies include account wagering operations, The Meadows harness track and four off-track
betting facilities.

The following is a summary of the effect on the Company’s consolidated balance sheet of the
current year’s acquisitions, including the transactions described above:

Ladbroke
Autosystems  Companies Other Total
Non-cash working capital $ 2 $ SN $ (12)
Fixed assets 10 20 13 43
Other assets — 62 10 72
Long-term debt
[including portion due within one year] — — (6) (6)
Future tax liabilities —_ (28) 8 (20)
Minority interest — —_ 4) 4)
Total purchase price [net of cash acquired]) $1i2 $47 $14 $73
Comprised of:
Cash $12 $21 $7 $ 40
Notes payable — 13 5 18
MEC Class A Subordinate Voting Stock
presented as minority interest — 13 2 15
$12 $ 47 514 $73
6
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Acquisitions in the year ended December 31, 2000

Conix Group

In October 2000, Decoma acquired the remaining 49% minority interests in Conix Canada Inc.,
Conix Corporation, Conix U.K. Ltd. and Conix Belgium N.V. [collectively the “Conix Group”]
for a total purchase price of $133 million [net of $7 million of cash acquired}. The Conix Group
operates fascia moulding and finishing operations in Canada, the United States, England and
Belgium. Of the total consideration, $43 million was paid in cash and the balance was satisfied
through the issuance by Decoma of $90 million 9.5% Subordinated Debentures.

MEC

In February 2000, MEC acquired the assets and assumed certain liabilities of Great Lakes Downs,
Inc. racetrack in Muskegon, Michigan for a purchase price of $2 million, payable through the
issuance of shares of MEC Class A Subordinate Voting Stock. In November 2000, MEC acquired
all of the membership interest and capital stock in Bay Meadows Operating Company, LL.C and
Bay Meadows Catering, respectively, operators of the Bay Meadows racetrack in California for
cash consideration of $24 million.

Summary of acquisitions in the year ended December 31, 2000

Consideration paid for acquisitions, including the transactions described above, consisted of cash
of $67 million, the issuance by Decoma of $90 million 9.5% subordinated debentures and the
issuance by MEC of shares of its Class A Subordinate Voting Stock totalling $2 million. The net
effects on the Company’s consolidated balance sheet were increases in non-cash working capital
of $22 million, fixed assets of $90 million, goodwill of $68 million, other assets of $21 million,
bank indebtedness and long-term debt of $37 million and net future tax liabilities of $5 million.

Acquisitions in the year ended December 31, 1999

MATAG
In September 1999, the remaining 40% minority interest in Magna Automobiltechnik AG
["MATAG”] was purchased by the Company for total cash consideration of $45 million.

HACC

In January 1999, Tesma completed the acquisition of 100% of the outstanding shares of Hanwha
Automotive Components Corporation [“HACC”], a South Korean based manufacturer of oil and
water pump systems, for cash consideration of $5 million [net of cash acquired of $3 million].
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MEC

During the year ended December 31, 1999, MEC completed the acquisition of five racetracks. In
May 1999, the real estate assets of San Luis Rey Downs, a horse boarding and training center in
California, were acquired for cash consideration of $6 million. In September 1999, MEC acquired
Guifstream Park in Florida for cash consideration of $81 million [net of cash acquired of
$8 million]. In November 1999, MEC acquired the Thistledown and Remington Park racetracks
in Ohio and Oklahoma, respectively, for total consideration of $19 million [net of cash acquired of
$6 miilion]. Finally, in December 1999, the acquisition of Golden Gate Fields in California was
completed for total consideration of $84 million [net of cash acquired of $1 million]. Of the total
consideration, $161 million was paid in cash, $12 million was paid through the issuance of shares
of MEC Class A Subordinate Voting Stock and the balance was satisfied by way of a non-interest
bearing promissory note having a discounted value of $17 million.

Summary of acquisitions in the year ended December 31, 1999

Consideration paid for acquisitions, including the transactions described above, consisted of cash,
promissory notes and subsidiary share consideration of $211 million, $17 million and $12 million,
respectively. The net effects on the Company’s consolidated balance sheet were decreases in
non-cash working capital of $13 million and minority interest of $23 million, and increases in
fixed assets of $220 million, other assets of $102 million, goodwill of $21 million, bank
indebtedness and long-term debt of $29 million and net future tax liabilities of $85 million.

Proforma impact

If the acquisitions and disposals [see note 3] completed during the years ended December 31,
2001 and 2000 occurred on January 1, 2000, the Company’s unaudited proforma consolidated
sales would have been $11.1 billion for the year ended December 31, 2001 [2000 - $10.8 billion)
and unaudited proforma net income of the Company would have been $569 million [2000 -
$600 million].
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10. INVENTORIES

Inventories consist of:

2001 2000

Raw materials and supplies $ 243 $ 257
Work-in-process 106 98
Finished goods 125 - 116
Tooling and engineering 368 296
‘ $ 842 $ 767

Tooling and engineering inventory represents costs incurred on separately priced tooling and
engineering services contracts in excess of billed and unbilled amounts included in accounts
receivable. -

11. FIXED ASSETS

Fixed assets consist of:

2001 2000
Cost'
Land $ 554 $ 536
Buildings . 1,276 1,208
Machinery and equipment 3,580 3,436
5,410 5,180
Accumulated depreciation
Buildings (248) (248)
Machinery and equipment (1,567) (1,343)
$ 3,595 $ 3,589

Included in fixed assets are real estate assets [land and buildings] held by MEC that include
properties available for sale with a net book value at December 31, 2001 of $38 million [2000 -
$64 million). Depreciation has ceased on these properties. Properties available for sale are valued
at the lower of cost, which includes acquisition and development costs, and estimated fair value
less costs of disposal. The Company evaluates the lower of cost and fair value whenever events or
changes in circumstances indicate possible impairment.

Also included in the cost of fixed assets are construction in progress expenditures of $190 million
{2000 - $161 million].
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12. INCOME TAXES

{a] The provision for income taxes differs from the expense that would be obtained by applying

Canadian statutory rates as a result of the following:

Years ended December 31,

2001 2000 1999
Canadian statutory income tax rate 41.7% 44.0% 44.6%
Manufacturing and processing profits deduction (4.8) 4.5) (5.8)
Foreign rate differentials (3.8) 4.9) (5.5)
Losses not benefited 14 1.9 0.9
Eamings of equity investees 0.7) 0.6) (1.1)
Gains on sales and issues of shares by subsidiaries 2.1) 1.1 —_
Reduction in enacted tax rates (1.3) — —
Other 1.1 1.0 1.2
Effective income tax rate 31.5% 35.8% 34.3%

[b] The details of income before income taxes and minority interest by jurisdiction are as follows:

Years ended December 31,

2001 2000 1999

Canadian $ 610 $ 645 $ 499
Foreign 308 327 168
$ 918 $ 972 $ 667

[c] The details of the income tax provision are as follows:

Years ended December 31,

2001 2000 1999
Current provision
Canadian federal taxes ‘ $ 1138 $ 132 $ 103
Provincial taxes 64 76 62
Foreign taxes 88 113 80
270 321 245
Future provision
Canadian federal taxes 5) 12 11
Provincial taxes ) 7 7
Foreign taxes 27 8 (34)
20 27 (16)
$ 290 $ 348 $ 229
10
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[d] Future income taxes have been provided on temporary differences which consist of the

[e]

(f]

following:
Years ended December 31,
2001 2000 1999
Tax depreciation in excess of book depreciation $ 48 $ 28 $ 17
Reduction in enacted tax rates 12) — —
Tax losses benefited (18) ) 27
Other . 2 6 (6)
$ 20 $ 27 $ (16)

Future tax assets and liabilities consist of the following temporary differences:

2001 2000
Assets
Tax benefit of loss carryforwards
Pre-acquisition $ 20 $ 24
Post acquisition 148 111
Share and convertible subordinated debenture issue costs 3 3
171 138
Valuation allowance against tax benefit of loss carryforwards
Pre-acquisition (18) (18)
Post acquisition (39) (24)
114 96
Liabilities
Tax depreciation in excess of book depreciation 184 177
Other assets book value in excess of tax value 63 37
Other 29 10
276 224
Net future tax liability $ 162 $ 128

Income taxes paid in cash were $252 million for the year ended December 31, 2001 (2000 -
$267 million; 1999 - $192 million].

11
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{g] At December 31, 2001, the Company has income tax loss carryforwards of approximately
$157 million which relate to certain foreign subsidiaries, including $49 million of losses
obtained on acquisitions, the tax benefits of which have not been recognized in the
consolidated financial statements. Of the total losses, $73 million expire between 2002 and
2008 and the remainder have no expiry date.

(h] Consolidated retained earnings include approximately $1.0 billion at December 31, 2001 of
undistributed earnings of foreign subsidiaries that may be subject to tax if remitted to the

Canadian parent company. No provision has been made for such taxes as these earnings are
considered to be reinvested for the foreseeable future.

13. OTHER ASSETS

Other assets consist of:

2001 2000
Racing licenses

Cost $ 184 $ 114
Accumulated amortization (14) (6)

170 108

Long-term receivables 73 47

Other 49 50

$ 292 $ 205

14. DEBT AND COMMITMENTS

{a] The Company’s long-term debt, which is substantially uncollateralized, consists of the
following:

2001 2000

Loans from governments with a weighted average interest

rate of approximately 4%, denominated primarily in Euros $ 107 $ 97
Bank term debt at a weighted average interest rate

of approximately 4%, denominated primarily in

Euros and U.S. dollars 105 118
Other ' 86 99
298 314

Less due within one year 54 46
' $ 244 $ 268
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(b]

{c]

[e]

(f]

Future principal repayments on long-term debt are estimated to be as follows:

2002 $ 54
2003 46
2004 71
2005 13
2006 A 49
Thereafter 65

$298

At December 31, 2001, the Company has operating lines of credit totalling $444 million and
term lines of credit totalling $1 billion. The Company had outstanding letters of credit in the
amount of $85 million drawn primarily under its term lines of credit. In addition to cash
resources of $890 million, the Company had unused and available operating lines of credit of
approximately $227 million and term lines of credit of approximately $551 million.

Under the terms of the Company’s operating and term credit agreements, it is permitted to
make use of bankers’ acceptances and commercial paper to borrow at effective interest rates
which are, from time to time, lower than those charged under the bank lines of credit.

Net interest expense includes:

Years ended December 31,

2001 2000 1999
Interest expense

Current $ 14 $ 20 $ 22
Long-term 21 25 28
35 45 50

Less interest capitalized — — (7)
35 45 43

Interest income (33) (32) 27
Interest expense, net $ 2 $ 13 $ 16

Interest paid in cash [including financing charges on Preferred Securities and other paid-in
capital] was $84 million for the year ended December 31, 2001 [2000 - $103 million; 1999 -
$84 million)].

13

n
=




Magna International Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

[all amounts in U.S. dollars and all tabular amounts in millions unless otherwise noted)

December 31, 2001

[g] At December 31, 2001, the Company had commitments under operating leases requiring

annual rental payments as follows:

2002 $ 54
2003 44
2004 35
2005 28
2006 23
Thereafter 66

$ 250

For the year ended December 31, 2001, operating lease expense amounted to approximately

$53 million [2000 - $60 million; 1999 - $59 million].

15. SUBORDINATED DEBENTURES AND PREFERRED SECURITIES

{a] The Company’s subordinated debentures and Preferred Securities are presented in the

consolidated balance sheets as follows:

2001 2000
Debentures’ interest obligation $ 114 $ 191
Minority interest —_ 69
Shareholders’ equity
Other paid-in capital
Present value of the face amount of the
subordinated debentures 421 662
Holders’ conversion options 46 79
Issue costs related to equity components (4) (7)
Total included in other paid-in capital 463 734
Preferred Securities, net of issue costs 277 277
Total included in shareholders’ equity $ 740 $ 1,011
14
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[b] The following is a summary of the issued and outstanding subordinated debentures,
convertible subordinated debentures and Preferred Securities:

Decoma 9.5% Subordinated Debentures

On October 16, 2000, Decoma issued $90 million of 9.5% subordinated debentures at par.
The subordinated debentures were unsecured, denominated in U.S. dollars and were
redeemable at any time at par plus accrued and unpaid interest. The subordinated debentures
were to mature on October 16, 2003. Interest on the obligation was payable in U.S. dollars on
a quarterly basis. These subordinated debentures were repaid during 2001.

The present value of the principal amount of these subordinated debentures was included in
Decoma’s equity. Accordingly, such amount was classified in minority interest in the
Company’s consolidated balance sheet as at December 31, 2000.

7.08% Subordinated Debentures

On September 21, 1999, the Company issued Euros 100 million [$104 million on issue date]
of 7.08% junior subordinated debentures at par. The unsecured subordinated debentures,
which are denominated in Euros, mature on September 30, 2009. The debentures are not
redeemable except in the event of certain adverse changes in tax legislation. Upon maturity,
the Company may at its option satisfy the amounts payable by issuing to the holders Class A
Subordinate Voting Shares of the Company, based on a weighted average trading price of
Class A Subordinate Voting Shares, provided that there is no continuing event of default.

4.875% Convertible Subordinated Debentures

On February 13, 1998, the Company issued $480 million of 4.875% convertible subordinated
debentures at par. The unsecured debentures, which are denominated in U.S. dollars, are
convertible at any time at the option of the holders into Class A Subordinate Voting Shares at
a conversion price of $74.27 per share and mature on February 15, 2005. The debentures are
redeemable after February 16, 2001 or at any time in the event of certain changes affecting
Canadian withholding taxes, at par plus accrued and unpaid interest. Upon redemption or
maturity of the debentures, or repurchase in the event of certain changes in control of the
Company, the Company may at its option satisfy the amounts payable by issuing to the
holders Class A Subordinate Voting Shares of the Company, based on a weighted average
trading price of Class A Subordinate Voting Shares, provided that there is no continuing event
of default. At December 31, 2001, all debentures remained outstanding.
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5% Convertible Subordinated Debentures

On October 17, 1995, the Company issued $345 million of 5% convertible subordinated
debentures at par. The unsecured debentures, which were denominated in U.S. dollars, were
convertible at any time at the option of the holders into Class A Subordinate Voting Shares at
a conversion price of $53.04 per share and were to mature on October 15, 2002.

Prior to January 1, 2001, an aggregate $1 million principal amount of such debentures was
converted into 9,366 Class A Subordinate Voting Shares. In August 2001, the Company
called for redemption of the 5% Convertible Subordinated Debentures effective September
18, 2001. For the period from January 1, 2001 to September 18, 2001, an aggregate
$223 million principal amount of such debentures was converted into 4,207,316 Class A
Subordinate Voting Shares. On September 18, 2001, the balance of $121 million principal
amount that remained outstanding was redeemed in cash. '

8.65% Series A Preferred Securities and 8.875% Series B Preferred Securities

On September 21, 1999, the Company issued Cdn$165 million [$114 million on issue date] of
8.65% Series A Preferred Securities due September 30, 2048 and $170 million 8.875% Series
B Preferred Securities due September 21, 2048. The Series A Preferred Securities, which are
denominated in Canadian dollars, and the Series B Preferred Securities, which are
denominated in U.S. dollars, are redeemable on or afier September 30, 2004 and September
21, 2004, respectively, or in each case at any time in the event of certain adverse changes in
tax legislation. Hereafter, the Series A and B Preferred Securities are collectively referred to
as the “Preferred Securities”.

Upon redemption or maturity of the Preferred Securities, the Company may at its option pay
the outstanding principal amount plus any accrued and unpaid interest by delivering to the
Trustee Class A Subordinate Voting Shares of the Company in which event the holders of the
Preferred Securities shall be entitled to receive a cash payment equal to the amount payable
on redemption or maturity from the proceeds of sale of such Class A Subordinate Voting
Shares by the Trustee on behalf of the Company.

The Company also has the right to defer, at any time, and from time to time, subject to certain
conditions, payments of interest on the Preferred Securities by extending the interest payment
period for up to 20 consecutive quarterly interest periods. The Company cannot pay or
declare dividends on any of its capital stock when interest is being deferred. Interest
continues to accrue but does not compound during such deferral periods. The Company may
satisfy its obligation to pay deferred interest by delivering to the Trustee Class A Subordinate
Voting Shares of the Company in which event the holders of the Preferred Securities shail be
entitled to receive a cash payment equal to the deferred interest payable from the proceeds of
sale of such Class A Subordinate Voting Shares by the Trustee on behalf of the Company.

The Preferred Securities are unsecured junior subordinated debentures of the Company.
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16. EMPLOYEE BENEFIT PLANS

Employee Equity and Profit Participation and Defined Benefit Pension Plans

Prior to 2001, the Company’s Corporate Constitution required that 10% of the employee pre-tax
profits before profit sharing [as defined in the Corporate Constitution) for any fiscal period be
allocated to an Employee Equity and Profit Participation Plan [“EPSP”] consisting of the Magna
(including Intier], Decoma and Tesma deferred profit sharing plans and a cash distribution to
eligible employees of the respective companies. During 2001, Magna, Decoma and Intier
amended their Corporate Constitutions to allow for the introduction of defined benefit pension
plans in addition to the EPSP. All employees that participate in the EPSP were, and all new
employees are, given the option of continuing in the EPSP, or receiving a reduced entitlement
under the EPSP plus a defined benefit pension. The defined benefit pension is payable to retirees
ages 65 or older and is based on years of service and compensation levels. Participants may take
early retirement after age 55 and receive a reduced pension benefit.

MEC, and a limited number of the Company’s European subsidiaries, sponsor defined benefit
pension and similar arrangements for their employees. European defined benefit pension plans,
other than in the United Kingdom, are unfunded.

Termination and Long Service Arrangements

Pursuant to labour laws and national labour agreements in certain European countries, the
Company is obligated to provide lump sum termination payments to employees on retirement or
involuntary termination, and long service payments contingent upon persons reaching a predefined
number of years of service.

All Austrian lump sum termination and long service payment arrangements are unfunded.
However, pursuant to local tax laws, Austrian subsidiaries hold long-term government securities
in connection with their unfunded obligations. Such assets amounted to $28 million and
$27 million at December 31, 2001 and 2000, respectively, and are included in investments in the
Company’s consolidated balance sheets.

Retirement Medical Benefits Plan

During the year ended December 31, 2000, the Company introduced a retirement medical benefits
plan covering eligible employees and retirees. Retirees age 60 or older with ten or more years of
service will be eligible for benefits. In addition, existing retirees as at August 1, 2000 that meet -
the above criteria are also eligible for benefits. Benefits are ca